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Multipoint Distribution Service

by Mark MNadel

Muttipoint Distribution Service {MDS) is a broadcast
technology for transmitting "addressed" 1/ programming over
microwave frequencies to those with speciat antennas in a
line of sight within approximately 25 miles of & trans-
mittor. 2/ Regulated as a common carrier service, MDS oper-
ators lease access to program suppliers and are subject to
FCC regulation of carrier charges, terms, and conditions. 3/
Until 1983 MDS service was almost exciustvely & single
channel service and only 840,000 were served in 1982, but &
May 1983 FCC ruling 4/ will now permit up to 10 channels of
service.,

I. History 5/

The FCC first allocated a portion of the radio spectrum
for MDS in 1962, 6/ but the service did not attract any real
interest until 1970, when & technical error was corrected in
the FCC rules, permitting MDS to be used to transmit full
color video. 7/ Immediately thereafter, firms guickly began
applying for licenses (148 by March 31, 1972}, 8/ leading
the FCC to initiate a rulemaking to establish a method for
reguiating this new multi-point common carrier service. 8/
In 1973 Microband Corporation of America initiated the first
MBS commercial services to two Washington-area motels 10/
and by 1974 the FCC had approved rules which provided for

two channels in each of the Yargest markets. i/



The demand for licenses, however, quickly forced the
FCC to establish comparative licensing standards, analogous
to those for radio and television broadcasting; 12/ and aiso
to defend its jurisdiction against state encroachment. 13/
Meanwhile, its concern with interferencs between the two MDS
channels 14/ and its decision to avoid attocating 2 channels
to the same pperator 15/ combined to prevent 2 channel
service from reaching any viewers. 186/

In 1973, based on the excess demand for MDS channels,
a leading MDS equipment producer had petitioned the FCC to
expand the spectrum altlocation for MBS, 17/ pointing out that
the vast majority of the 28 channels neighboring MDS were
"totally unused and wasted,” 18/ while a lack of channels
was denying MBS service to many communities. 19/ The groups
tn control of those channels, however, disputed that a
reallocation would be in the public interest 20/ and no
action was taken. 21/ Most MDS operators seem to have been
content to provide a single channel business service. 22/

After the 1974 rules were passed, however, distribution
of pay TY programming began to dominate operations. When
multiple pay service gained acceptance and e study predicted
that only multiple service would allow MD5 to become competq-
tive with other pay TVY technologies, 23/ a new effort was
made to increase MDS channel capacity. Industry leader,
Microband unveiled an "Urbanet” plan whereby 12 new channhels

would be added to the previous 2 channelts and 811 14 then

grouped inte 2 S-channel and 1 4-channel groups. 24/



In 1982 the first 2-channel service commenced in Phoenix,
Ariz., 25/ and soon after an B-channel MDS experiment was
conducted in Salt Lake City. 26/ Based on the success of
the latter the FLCLC decided in May 1983 to allocated & new

channels to WMDS, to be used in 2 groups of 4. 27/
I1. Some Issues

A. Reception Problems

Because MDS reguires a line-of-sight to recipients,
it is much better suited for markets with flat terrains. 1In
cities with many large buildings or communities with hiltly
topographies, the potential audience may be significantly
timited by interference contraints. In addition, the installa-
tion of receiving antannas is often a very delicate and
time-consuming operation. 28/
B. Ecaoncmics

The headend equipment, which generalily includes a 10 watt
transmitter, is reportediy to cost about $700,000-500,000. 28/
Standard subscriber equipment is expected to range between
$150-200 in 1984 while addressable equipment is predicted to
cost $200-300. One consulting firm estimates that operators
may charge $50 for instaliation and & $20-23 monthly fee or
atternatively, $150-200 for instaliation and a $315-18 menthly
fee. 30/ This would permit an operator to break even with
4,000-5,000 subscribers, substantially less than a single

channel STY operator requires. 331/



FOOTHOTES

1/ Unlike traditional breadcast receivers, MDS receivers
are only activated when the signal received has the address
code that they have been assighed. For a more detailed
discussion of the technology and equipment, see K. Glen,
Report on Multipoint Distribution Sevvice, prepared for the
Federal Communications Lommission Hetwork Inguiry Special
Staff (Nov. 1979} at 59-65.

2/ 1d.

3/ 47 C.F.R. §21.90 3{b) {1982}. MDS operators are
subject to regulation under Titie I1 of the Communications
Act of 1934, 47 U.5.0C. §5201 et seq: for some sample
tariffs, see THE MBS DATABOOK 47-48 {Paul Kagan Assoc., Oct.
1982} Thereinafter Kaganl.

4/ See Instructional Fixed Television Service, 54 RAD.
REG. 2d {P&F) 107 (1983,

5/ For a more detailed history of MDS, see Kagan, supra
note 3 at 49-h4.

6/ Report and Order in Docket No. 14712, 39 F.C.C. 834
(1962). The service was granted the 2150-80 MHz segment of
the portion that the FCC has allocated fTor common carrier
use on a shared basis with private systems in Fifth Report
and Order in Docket No. 12404, 24 Fed.Reg. 1417 (195%}.
Actually, multi-point transmission over microwave frequencies
gccurred prior to 1962 alse, see, e.g. lUniversal Service
Wireless v. FRC, 3 FRC.ANN.REP. 37 (1929} (construction
permit for public wtitity service of the press) and Press
Wireless, 1 FCU.ANM.REP. 34 (1935) {shortwave radic stations
engaging in point-to-point and multipie address transmissions
of news service). In 1953, & proposal for multiple address
distribution of movies to theaters was authorized, Theatre
Televiston Service, 9 RAD.REG. (P&F} 1528 (1953), but it
never commenced operation. For more details, see K. Glen,
supra note 1, at 14,

7/ The original FCC rules implementing the 195¢ allocation
of 2110-2200 MHz, specified a maximum bandwidth of 5 MHz per
channel, 2?4 Fed.Reg. 6052 {1959}, but when a 10 MHz segment
was designated for MDS service, the agency appeared 1o
reject a 5 MHz 1imit as too narrow. Report and Order in
Docket No. 14712, 3% F.C.C. 834, 836 {1962). When a petition
was filed by Varian Associates {a major equipment supplier}
RM-1188 {July 25, 1967} proposing a maximum bandwith of 3.5
MHz for operators elsewhere in the 2110-2200 MHz band,
however, it was inadvertently approved for the MOS portion
also and this was not corrected until 1970. Memorandum
{Opinien and Ordevr re Section 21.703(q), 47 F.C.0.2d 957
{1970},



8/ Hotice of Proposed Rutemaking in Docket 19493, 34
F.C.T.2d 719 (1972).

9/ Id. These rules provided the technical standards for
the service, as 1t 15 technically different from point-to-point
microwave used elsewhere in the band.

10/ Microband Corporation of America was the first to
transmit an MDS test signal in January 1973, and first to
Tink MDS to domestic and int'l satellite systems in 1974-75.
Kagan, supra note 3, at 49-50.

11/ Report and Order in Docket No. 19493, 45 F.C.C.24 @is
(1974}, reconsid. denied, 57 F.C.C.2d 301 (1975). 2150-215h6
MHz was designated as channel 1 and 215h6-2162 MHz as channe]
2 in the 50 largest metropolitan markets. TIn other markets,
a 4 MHz channel, 2156-60, was designated as chammel 24 in
1ieu of the 6 MHz channel 2. Id.; 47 C.F.R. § 0901 {(b).

12/ See Peabody Telephone Answering Service, Bh F.L.C. 626
{1975) {1isting five factors to be considered in a comparative
hearingl.

13/ See Midwest Corp. and Two-Way Radio of Carclina,
Inc.,, 53 F.C.C.2d 294 {187%); Orth-O-¥ision, Inc., 82
F.C.C.2d 178 (1980), aff'd New York State Commission on
Lable Televisfon v, FCC, 669 F.2d 55 {2d Cir. 1982) (States
are praempted from reguiating satellite master antennas due
to their use in MRS reception, a technology subject to
exclusive federal regulation).

14/ See Report and Order, 45 F.C.C.2d at 620-22; 47
C.F.R. §21.901(c) (1982) {"Channels 2 and 2A will be assigned
only where there js eyvidence that no harmful interference
will occur . . ."}. See also, 47 C.F.R. §21.902.

16/ 45 +,C.C.2d at 622; 47 C.F.R. §21.901{d){1982} (No
dual licenses are permitted unless the applicant has wailted
a minimum of 1 year and there is public demand unlikely to
be satisfied by others).

16/ “Because of the number of mutually exclusive applicants,
there are very few cities where channel 1 and channel 2 ara
pperating simultanegusiy. See Notice of Inguiry and Proposed
Rutemaking in Docket Wo. B0-113, FCC 80-137 (released Aprij
24, 1980Y" Radiocall Corp., 85 F.C.C.2¢ 596, 597 n.5 {1981).

17/ Varian Associates, Petition for Rulemaking, RM-2213
{June 14, 1873); Glen, supra note 1, at 2&.

18/ In 1963, 31 6-MHz channels were authorized to be
used for "the transmission of instructional and cultural material,"”
see Heport and Order in Docket No. 14744, 39 F.C.C. 846 ({1963},
see Glen, supra note 1, at 26.



16/ Because the Tenathy comparative hearings among
mutually exclusive MDS applicants and interference problems
caused by congestion, many communities were denfed service.
See note 16, supra; Microband Corp. of America, 41 F.C.C.E2d
184 {1973).

20/ See Glen, supra note 1, at 27.

21/ The FCC's action on the Microband petition in 1982,
supra note 4, appears to have been made politically possible
by permitting incumbant ITFS licensees to enjoy financizl
benefits by leasing their chammels. See MacNeice, "Catholic
Church May Lease ITFS Channels to MDS Ops," Multichannet
News, Dec. 27, 1982, at 18, col. 1.

22/ See, e.g. Hotice of Inguiry, Proposed Rulemaking and
Order {Gen. Docket No. B0-112}, 45 Fed. Reqg. 29,323, 29,325
{May 2, 1980}; BROADCASTING, Dec. 8, 1975, at 2. ("Microband
has specifically enunciated its intention to create a
network [for] . . . business comsunications and information.").

23/ In 1974, the FCC had observed that, "There appears to be
1ittTe economic benefit to be gained by giving one entity a
twe channel monopoly in any community." 45 F.C.C.2d at 622,
but the economies of scale in marketing, management, and
transmitter site costs that the FCU had recognized even
then, id., seem to have been significant enough for industry
experts and the FCC to find multi-channel service valuable.
S5ee, e.q9., Browne, Bortz & Coddington, The Impact of Competi-
tive Distribution Technoiogies on Cable Television (1982}
{prepared for the Nat'l Cable Television Ass'n).

24/ Wicroband proposal comments to 80-112, 113 {Feb. 12,
19827,

25/ Hinte, "MDS: A New Industry Comes of Age,” SAT GUIDE,
Sept. 1982, at 26, 42.

26/ 5. Cobb, "Multichannel MDS Declared Success, Awaits
FCC Action,™ Multichannel Mews, Mar. 7, 1983, at 1, col. 1.

27/ See note 4, supra.

28/ See Non-Cable Pay TV Service 118-119 (Int'l Resource Develop-
ment, Inc. Mar. 1983).

29/ 1d., at 122.
30/ 1d., at 123-24.

31/ 1d.. at 124,



ECONOMIC BREAKEYEN ANALYSIS FOR SINGLE
ARD MULTICHANNEL MDS

- Prepared for -

Microband Corporation of America

- Prepared by -

Browne, Bortz & Coddington
1556 South Madison Street, Suite 230
Denver, Colorado 80209

December 1981

I L PR T LI R e o



APPENDIX A. BREAKEVEN MODEL VARIABLES

This appendix provides a more detailed justification for costs used in
the single and multichannel MDS breakeven analyses. An initial source (Table A-
1} was cost estimates provided by Microband based on interviews with operators.
Thése were supplemented by a review of secondary sources and BBC interviews with
equipment manufacturers, program suppliers, and MDS operators.

Capital Equipment Costs

The two principal categories of capital equipment costs are headend
equipment, the costs of which are fixed, and in-home subscriber equipment, which

varies directly on a per subscriber basis.

Headend equipment. The MDS operator 1is responsible for supplying a

satellite receive only earth station (TVRO) and paying a special charge for a 100
watt amplifier if transmission is at 100 watts. Standalone origination equipment
is required if the operator self-programs the sarvice,

Satellite receive only earth station prices have dropped consistently
over recent years to the point where some are being offered to the home market
for $5,000 or less. Commercial units are priced as low as $8,000 to $12,000,{1}
For this analysis, a range of $15,000 to $25,000 is assumed for TYRD casts to
account for a high quality unit and installation expenditures. A 100 watt
amplifier is priced at approximately $15,000,(2} Single channel MDS headend
capital equipment costs are estimated at $15,000 to $4Q,000.

- The incremental costs of multichannel MDS vary tremendously, depending
upon system security characteristics and the programming carried. At the
simplest level, only additional earth station receivers are necassary. Alterna-

tively, a second earth station could be required if programming from more than



REVENUE AND EXPENDITURE FACTORS
Typlcal MDS Pay TV Operation
{based on recent survey)

iINDIVIDUAL/BLLK SUBSCRIBER PROFILE

Private PALdtiphe Bik Apt.
EXPENDITURES Home Pwellng Usit Gondo/Hotel
. . $75-100 $3-500 plus 15 $3-580
Reception Equipment one fime each one time ana time
$£35-40 $200-2.000 $200-2, 000
Installation one time one lime one time
. $20-25 per £20-30 per Est. $500 per
Direct Selling sub. - one time sub, - ong time bldg. - one time
Program Guide/ S0-75 per B0-75 per 25 per
BHilng Colection sub. per month sub. per monih sub. per month
. $3.50-4.50 per $3.50-4.50 per $3.50-4.50 per
Rriggé‘:rtr;wilt:? Package sub. per month sub, per menth month per eguiv.
oCoupancy

Frogramming Package
(Stand-alone )

$2.50-3.50 per
sub. par month

$2.50-3.50 per
sub. per month

$2.50-350 per
month per equiv.

gooupancy
A0- 85 per .10-B5 per A0-85 per

Alb-nite Programming sub. per month subk. per month month per eguiv.
oocupancy

Satellite Earth Station

$15,000 - $25.000 one thme/nstaled

Microwave Link (STL)

§£15,000 - $25,000 one timefinstalled
plus $275 per month

Stand-afone grigination
equipment

$30,000 — $50,000 one time/finstalled plus
$ 2,000 per month for operations personnel

MDS transmission tarlff
a} base‘d monthly fee
protected

~ - - $3 560 per month

unprotecied ---f2500 permonth - - - - - - - m e
.85 per sub, B3 per sub. .65 par month
b} connection polnt charge per month per month per equiv. sub.
Advertising Expense variable variable variable
Numbpar of instails .
per day per truck 2-4 per day &-6 per day &H in ong day
Private Mulliple Butk Apt.
TYPICAL REVENUES Home Dwailing Unit Condo/Hotel
. $14-18 $12-13 $7-9
Service Fee per month per month per month
Security Deposit/ £75-125 $15-25 NIA,
Install Fee one time one time
Guide Adverlising NAA MfA MNFA

Source:

fiicroband Corporation of Amarica.

A1 fiaures were independentiy verified
as reasonable by BBC before use in the rmodeline component of this report.




one satellite is desired. Computer and encoding capability for an addressahlas

system would also substantially increase headend costs. For example, computer
capability for an addressable cable system adds from $18,000 to $125,000 to
headend costs, depending on system capability, although most units are priced
under $50,000,{3}

The BBC modal assumes headend costs of $§20,000 to 350,000 for a non-
addressable multichanne! system. Headend costs for an addressable system would
be in the $60,000 to $100,000 range.

Subs¢riber equipment. Single channel MDS receive equipment includes

an antenna, downconverter, power supply and related equipment such as antenna
mounts and an op-of switch. Equipment costs have declined dramatically over the

last few years. Price levels reported over the last year include:{d4)

. E1e§tr011ne of Montreal--A-B switches $1.95 (quantity
500} .

¢ Lindsay--antennas--314.20-$21.50 -{quantity 100); down-
converter-antemma packages $50-3$100

¢ Standard--$50 for antenna/downconverter combination, $73
with variable power supply, $86 with AFT power supply

¢ Bogner Multitenna Corp.--21 dB twin-rod antenna, $28
(1,000 quantity) or $70 as a package with TEST down-
converter,

¢ TEST-<low wind antennas, %18.24 {depending on gain).
Combination antenna--downconverter package $63-380 with
standard performance downconverter, $106-123 with low
noise downconverter) '

8 Qak--Crystal cantrolled  downconverter-antenna-power
supply package $92.50 in large lot.
The BBC modei uses 2 range of $75-100 for the single channal case, with the
figure varying according to antenna gain and noise characteristics and tun-
ability or crystal control in the downconverter. It should be noted that the

most expensive units are usually installed only cn the fringes of an MDS sigral



coverage area, with less expensive combinations used for the bulk of instal-

lations.

Multiple dwelling unit equipment is more expensive on an ahsclute
basis but usually less expensive per subscriber., Microband data {see Table A-1)
indicate reception equipment for multiple dweiling units is in the $300-500 range
plus $15 par subscriber while bulk apartment or condominium units car be equipped
for $300-500. Because tha BBC model assumes all subscribers reside in single
famiIg residences, the multifamily equipment prices are not utilized.

At the simplest level, a miltichannel MDS system would reguire only a
re1ative1j simple converter to handle up to five channels and a second antenna,

Microband personne} estimate these could be provided for approximately $25-350

'per subscriber,{5)

Subscriber. eguipment for an addressable system, which would both
enhance security and provide ancillary revenue opportunities such as pay-per-
view, are substantially more expensive. Addressable cable terminals are priced
at dpproximately $100-185, dapending upon price and quantity.{8} Total multi-
channel MD5 invhﬂﬁe equipment [antenna--downconverter combination plus sub-
scriber terminal) for an addressable system would be a minimum of $200 and a
maximum of $300. The upper figure accounts for possibly low preducticn runs for
an MDS specific unit, or alternatively, could be a terminal with enhanced cap-
abilities such as videotex.

Cperationat Costs

Operational cost categories include programming, station tariff, pro-
gram guide and billing, advertising/marketing, and other variable {e.q., mainte-
nance, bad debt} and fixed {e.g., administrative salaries, rent, telephone}

operational costs.



Programming. Pregramming is among the largest single cost elements in

bath the single and multichannel systems. At present, most MDS systems take a
satellite feed from a national program service such as Home Box Office (HBO},
Showtime or The Movie Channel. Others are self programmed or affiliated with a
smaller program entity, such as Starcase (Entertainment Systems} or Showhiz
(Texas Entertainment Network). Microband price data {Table A-1) suggest self
prdgramming may be less expensive than a satellite feed on a variable cost Dasis
although a fixed cost of $30,000 to §50,000 is present for origination equipment.
The BBC model is based primarily on satellite fed programming charges.

HBO presently has a wide range of MDS program charges, some ahave and
some below the rates charged cable operators. They are moving (January 1, 1982)

to a standard rate for all delivery modes of $4.70 plus 10 percent of ali

subscriber fees over %% per month.{7) The charge for a %15 per month MDS

subscriber would therefore be $5.30 per month {$4.70 + .60). However, sub-
stantial volume discounts are available, with operators allewed fc aggregate

subscribers across systems:

HBO Subscoribers Discount
10,000 2%
25,000 ¥y
40,006 5
75,000 15
100,000 20

In other words, the charge for a $15 per month subscriber on a system operated by
an entity with more than 100,000 combined HBQ subscribers would be only $4.24

monthly.
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Showtime charges a flat monthly rate of $4.00 per MDS subscriber,

regardless of the subscriber fee. Showtime offers the following volume dis-

counts:{8)
Monthly
Fee For
Showtime Subscribers Mb5
0 to 1,000 $4.00
1,000 to 2,000 3.90
2,000 to 10,000 3.85
10,000 to 50,000 3.75
50,000 to 100,000 3,65
104,000 and over 3.50

Tha Movie Channel charges a flat $4.50 monthiy fee for MOS regardless of sub-
scriber charge or number of subscribers.(9)

The single channal MDS model incorporates a $4.00 per month ($48 per

‘year) program charge for the low cost system, $5.50 per month ($66 per year) for

the high cost system.

Defining programming costs for multichannel WMDS is difficult because
of the dynamically assignablie nature of the proposed five channel system. In
essence, a variety of program services of a rapidiy changing nature couid be
programmed on the service. For analytical purposes, BBC assumed & five channel
system with per channel costs typical of those for the cable television industry.
Neither the cost nor revenue from pay-per-view programming is included in the
model.

Total programming costs are estimated at $8 per month per subscriber
($96 annually) for the Tow cost multichannel system, $13 per month ($168 annu-
ally} for the high cost service, The low cost option would correspond to a
service offaring one premium pay service and a lower cost "mini" premium service
such as Home Theatre ﬂatwﬂrk or The SportsChannel. In the high cost option, two

premium services plus a higher priced "mini® premium seryice are assumed.
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The remaining channels in the low and high cost options are assumed to
be similar in cost to "basic" satellite delivered cable programming. Basic cable
programming costs are now in the free to $.20 per subscriber per moenth range
although prices are geperally declining. Most program ventures announced within
the past year, including Daytime ([ABC-Hearst), Satellite News Channels ({ABC-
Westinghouse) and The Weather Channel {Landmark) wiil be provided free to cable

upéfatﬂrs.{lﬂ}

station tariff. The newest Microband tariff contains the following

charges for protected service:(11)

Microband Tariff

Charge [monthly)

10 watt base fee $4,000

Station connaction charge .90 per subscriber
100 watt service $300

Hicrnhand'tariff charges for multichannel service had not been deter-
mined at the time this economic analysis was undertaken. In the absence of a
firm rate, Microband provided the following hypothetical tariff:

Low cost scenario: 36,000 per month plus $2.00 per multi-

channel subscriber per month

High cost scenario: $7,500 per month plus $3.00 per multi-
channel subscriber per month

Program guiﬁe!bi]iing. MBS operators typically send subscribers 3
monthiy program guide along with, or in addition to, a monthly bBi7)l. HBO and
Showtime program guides are available for approximately 5¢ and 20¢ per guide per
month, respectively.(12} Program guide costs for a self-proarammed service
range upwards from approximately 5¢ each {32 page digest size, 4 page 4 color

enamel, 28 pages newsprint){13), exclusive of editorial costs.
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Billing costs also vary depending upon whether or not the operator
performs its own billing or uses an outside service. CableData, a major cable
industry billing agent, charges from 1B¢-30¢ per subscriber per month plus post-
age.{14)

The BBC model incorporates a range of $.60 ta $.75 per month per
subscriber {$7.20 to $5.00 per subscriber per year) in the single channel case.
Th{s is similar to the numbers used by Microband (Table A-1}--stightly higher
than figures outlined above to account for investing, mailing list preparation,
etc,

For -multichannel subscribers, Hilling and program guide costs are
assumed to range from $.75 to $1.00 per month per subscriber {$9.00 to $12.00 per
subscriber per year). 'The higher figures account for the additional complexity
and cost of 2 program guide devoted to several programming services. |

Advertising/marketing. Advertising and marketing costs are among the

most variable of all MDS expenditures., A system advertising budget will depend,
among other factors, on the presence of competitive pay TV distribution modes
{e.q., STV, cable), the degree of single family vs. multifamily or buik unit
marketing, and the desired speed of financial breakeven. In many cases, high
advertising expenditures may raise the breakeven level of operation but shorten
the timeframe within which it 5 achieved. Advertising expenditures will also
Usually be highest during the initial marketing phase and decline as the system
becomes more established,

Monthly MDS operator advertising expenditures can vary from almost
nothing up to $50,000 or mora. For example, Multicast reports Centerstage in
Lexington, Xentucky spends $2,000 per month for radio and some print; First
National Home Theatre, by contrast, spends up to $50,000.(15} With the exception
of the Tlargest market . systems, advertising expenditures for most operators

appear to be less than $10,000 per month.(16)




The BBC single channel model uses a range of $25,000 to $160,000

annually for advertising expenses. It is recognized that some larger market
stations will exceed this figure. A range of $10,000 to $50,000 monthly
{$120,000 to $600,000 per year} is used for multichannel systems. The higher
level is a result of two factors:
s Multichanne} MDS, at least initially, will be limited to
larger markets where advertising expenses are compar-
atively high.
s Multichannel MBS will probably be priced significantly
above the single channel system. Pay TY is price sensi-

tive, resulting in higher marketing costs per sale in the
muitichannel case.

Other variable costs. Equipment maintenance and bad debt are the itwo

principal variable costs not covered under other categories. Unfortunately, few
data are availabie as to the size of these factors in the MDS industry. Egquip-
ment maintenance costs appear to be fairly low for single channel MDS because of
the relative simplicity of the equipment. Based on interviews with MDS oper-
ators(17) and microwave engineers{18), maintenance costs are estimated to
average from $1.00 to $1.50 per subscriber per month. Bad debt is estimated at 3
percent monthly.(19) Total variable costs are estimated at $1.50 te $2.00 per
subscriber monthly $n the single channel case, double that for multichannel
subscribers because of the greater complexity of the subscriber eguipment and

higher monthly subscriber fees.

Fixed operating expenses. The fixed operating costs of an MBS operator
include administrative salaries, rent, travel, legal services, utiiities. tele-
phone, insurance and related costs incurred in operating a business. Receiving
and processing of consumer orders and scheduling installation and service calls
are also included in this category. MD3 fixed costs tend to be Tow because only a

small amount of wnon-prime office space and a modest staff are required. Not



including installers or billing staff {whose costs are covered under aother cate-

gories of the model), total staffing could range from four to 15 persons for most
MDS operatars.(20} Most staff positions are for Jower skiil levels hence per
employee salary levels are fairly low.

Based on the foregoing staffing figures, with an allowance for over-
head, fixed cperating costs are estimated to range from $150,000 to $500,000
annually for most single channel MOS operations.

The Fixed costs of multichannel MDS should not increase significantly
above the single channel level although some staff increase will be required.
Multichannel MDS fixed costs are estimated to range from $250,000 to $600,000.

Other Financial Factors

Bepreciation. Five year straight Time depreciation is used in both the

single and muitichannel models. In actual practice, more accelerated depreci-
ation practices are probabiy used (e.g., three years), resulting in higher de-
preciation costs in the initial years, lower ones in later years, The use of the
five year straight line method is a simple approach, designed to even out system
costs over an assumed five year equipment life.

inteéest. Interest rates have been extremely yvolatile over recent
years causing difficulty in establishing a set rate for consistent economic
analysis., The BBC model uses 18 percent.

It is also assumed all capital costs are borrowad. While this is an
obvious simplification it does provide an jmputed value for ipvested capital.
The {interest equation takes the form .51, reflecting average interest expendi-
tures over the payback period assuming principal is paid down in equal instatl-
ments over loan life. In other words, interest paymenis are usually highest
inmediately after funds are borrowed and thereafter decline. The BBC model
averages these costs over the term of purchase, in this case assumed to be five

years.
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Bazed o HDZ & STV industry operatioyg data For 1978-1931 as reported in The Pay TV Cenisns
}._EBI_ [Pauwl Kagan lhegociates, Carmel, Califarnim, 1981).

The lung-kern impact of MOS & S9Y competition with cable TV for Pay TV svbscribers s only
parkly knuwn. With two-channel HPE now baing implemented on a experidentsl basis, tho
poEaikility af miltd —channel MDS being dipcusesd, and wikth two=channel STV aleo now heing
introduced, these tochnologles offar a strong progpect for wlgorous oompetEtion with cable TV
[or non-interactive pay 1V gervlces.

Aotual BTV average monthily rates fell from £19.58/mooth in 19729 to £19.37 inm 1980. MDZ
charges ik the comparable peried ipereasod from $14.24 to $£15-08. Becauss of coupetiticon
From LBS cehle %Y, we anticipata 6Tv & MU rates to drop to kokals comparable with DBS g
cakle telavigion. We project monthly coaks will drop ta the average per pay cable chanhet
charge in 1986, and will remain at 1¢% below Lhis charge for L3R7-1990.
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CHI
Sestlan IH
MAME OF APPLICANT
FINANCIAL QUALIFICATIONS
DF BAGADCAST APPLICANT CONTEMPORARY COMMIMICATTIONS CORPORATION

The Commissicn is seaking in the guestions that lollaw informatien as (o contracts and arrangements now in axistence. 29 woll 24 any
arrangemanits ar nagotations, written or oral, which ralzte 1o the prasant or Riture linancing of the slalian; the questlons muat be

answerad if tha dgnt of this instruction,

IE CONTEMPLATED EXPEMDNTURES AFE LESS THAN $5.000 AND THIS APPLICATION 15 FOR A CHANGE N AN EXIETIMNG

STATION, COMPLETE ONLY THIS PAGE OF SECTION 1.

1 4. Given eskmated mnitial costs ot making ngtailation for which applicatien ia mada. If perdormed under 2 contracl for the completad
werk, tha facis as to guch contract must be stated it lisu of 2atimatas ag 10 the saveral itama. [n any event, tha cost shown mueat b
coEts in place and ready for service, including the amounts for labor, supervigion, materlals, supplies end freighl. Cost il6ms such as

profassional fees, mobita and STE equipment. non-lechinical studia {urnishings, ate,, shoulid b

and demized.

a ingluded undar "CLhar tems” Dafow,

Anlennd Sysiam: (Incluging-arienna, antennd lower, transmizslon ine. phasing
equipment, grourd $ystem, coupling sguighmant and towar
lighting. )

AF Generating Equomant: {Including wansmittas. tubes, fiterg, diplaxer, remota
corirol aqupmeant, and autamaile Iogger.)

Maratorlng and Test Equipment: {Insluding fraquency manitor, phasa menitor,
mogutanian monllar, asciliogcope, dummy load. vectroscops,
viden monilars.)

Program Crigmation Equigment  (Including coniral consoles, ilm chains,
Cameras, gudio e agliprtant. videg lape aquipmant, progreit
and digtrioetion ameliflers, timiters, and transcrlplion
Bquipimant. )

Aoquiritg Lard:

) Acquirlng, Pemaodaling or Congfructing Baildinga:

Qmner ltems; [ltemize Baiow)
Lagal Cosis:
Enginesring Costa:
InstaHation Casts:

Qtnar Miscelaneous:
Tatal dther Items:

Total Sonsiruction Coslts:

Add Estimated Cast of Oparalion for First Year.

Total Firgt ¥aai Costs To Be Met 8y Applicant:

Sstmated Revdnueg For Firt Year;

COLUMM E COLUMM H
[USE QMNLY fTOTAL)
WHENM ITEMIZING ]
r
$ 21,500
822,500 |
!
50,000 -
40,000 .
2,500
3,500
15,000 f
21,000 ¢
955,000 ¢
108,907
1,063,907
189,000

j

Fid Farm 309 {Pega Sb

Jung 1932
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Saction il Page 2 Firanctal Qualitlcations

Itam t {eorkdcad )

" b, Siate the basls of the astimates in (a), Page 1, Sectian |1, incleding {in the caze of an applcetion for & new breadcast statlon)
completa itermization of cost of operatlon for the Grst year, including cast of propasad programiming, af Eshibit TIT-1 i+ ]
this applicatian,

2, Altach ax Exhipit LTI~2 a detalisd bafance shest showing applicant's assets, Hanliles and nat worlh and state (uily the
facts showing appllcant's linanchal respansibiiity with respect to the canstructlan and aperation of tha station.

EXHIBIT ITI-1 ' July 15, 1982

Cost estimates were obtained by sampling vendor price quotarions for each ibtem.
Ho costs ave included for programming becavuse programming will be provided by our
custometr. Items included in first year operating costs are:

§ite rental-transmittar 5 9,000
Electricity 9,960
Maintenance 22,500
Tubes - 19,600
Other maintenance material 5,000
Corporate overhead 42,847

$108,907

Revenue estimates are based upon start-up at the beginning of the seventh manth
afte;,a construction permit is 1ssued, and are comservatively calculated to
inelude only transmission revenues., Applicant also expects to earn subscriber
revenues but is unable to estimate the amount of such revenues at this time.

FCC Form 308 {Page 5)
Juna 1932
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Seclion 111

NAME OF APPLIGANT
FINANCIAL QUALIFICATIONS
OF BROADCAST APPLICANT

CONTEMPORARY COMMUNICATIONS CORPORATTION

The Commissicn i 3agking in the quastians that follow infarmation as to conract :
arrangemants or negotiations, writen of odal, wiich relata to tha prasent or fulura Bnancing of the statton:

angwerad ln tha light of this Inatugction.

& and arrangemants naw in existence, a3 well ag any
the quaattons muat be

tF CONTEMPLATED EXPENDITURES ARE L.ESS THAN 55000 AND THIS APPLICATION IS FOR A CHANGE N AN EXISTING

STATION; COMPLETE OMLY THIS PAGE OF SECGTIQMN I

1. a. Givan esiimated inilial £oate of making installation far which appticatlon ig made. It parfu
wark, e 1acta a3 be such contragl must ba stated in lisu of estimates as (o {he saveral itemg.

mmes wnder a cantract fagr the complated
In any avant, the ool shawn must be

casis in pace and ready for servige, including ine amuunts igr labor, Supervision, materiale, supplisa and freighl. Casl tama such a3

profassionad fees, mehite andg STL eguipment, nan-tachnicat siudlo lurnighings, atc., shouid be

and itemized.

ineluded under "Otnar 1tems” beltw,

Antenna System: |including antenna, antenna fowear, tranemission fng, ghasing
aquipmeant, around sysiem, coupling equigmant and tower
fighting.}

HF Giegnerating Equmamant {including wanseirter, tubes, {iiers. diplaser, remoie
comirel equipmant, and aulsmatic 1aggar.]

Manioring and Test Equipmant: (knctuding fragquadacy meonitor, phase monilor,
Thodulation moniler, geatllescope, dummy [0ad, vecinoseops.
vidad moniors.)

Pragram Cregination Eguigment {Mmeluding controt £ongaies, fitm chaing,

Cameras, ardio lape Squipment, vided 12pe Aaquiprment, grogram

and distribuban amplifiers, Bmitera. and wanscrption
BLuipTnEnt. )

Acquinong Land:

Acquining, Aemadeting gr Construstiing Buildings:

Qther iteme {itamize Balow)
Lengal Cogqis:
Enginaaring Coats:
Ingtaliatlen Coats
Qtner Migcelianeous:
Fatail Sther |bems:

Tatal Construction Costs

Add Estrmated Cost of Qperatian for Firsl Year,

Tatal Firsl ¥ear Coais To Be Mel By Apolicant:

Eshtmated Aevdnues For Firsl Yoarn

COLUMNL

fUSE ONLY
WHEMN ITEMIZING ]

2,500

27,000

COLEEIM |1
{TaTAL)

47,200

757,000

50,000 ,

1,037,557

13,000

29,500 !

896, 700 :

140,857

253,600

FCC Farm 308 (Page 5
Fena 1982
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Saction HI, Page 2 Firanclal Qualificatione

llam 1 foprtinuad)

b. Gtate the basis of the estimates in (al, Page 1. Section N, ingluding {in the caze of an application 'or a new broadcast slatlon)
complate lemization of ggat ol opgration for the first vear, inghuding coss of proposed programming, as Extlblt FI1-=1 ta
thia applcation.

2. Atach ga Exhibit TIT-2 4 dataliad bajanca sheat showing applleant's azasts, Hablirtea 2ad nat worlh and state tully the
facts showing applicant's financial responsibility with reapect to the consiruction znd oparatlon of the station.

EXHIBIT ITI-1 . July 15, 1982

Cost estimates were obtained by sampling vendor price quotatioms for rach item.
He costa are included for programming hecause programming will be prowvided by
our customer, Ikems included in first year operating costs are:

Site rental-transmitter 5 3,080
Electricity 18, 6060
Maintenance 22,500
Tubes 50,000
Dther maintenance material 5,008
Corporate overhead 41,757

$5140,857

Revenue astimates are based upeon start-up at the heginning of the seventh

moath after a comstruction permit is issued, and are conservatively calculaced

to inelude enly kransmission revenues. Applicant also expecez to earn subscriber
revenues but is unable to estimate the amount of such revenues at thias tcime.

FCC Form 303 {Pags G}
June 1BH2
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Segiien Hi

NAME OF APPLICANT
FINANCIAL QUALIFICATIONS

O OADCAST APPLICANT
FBR CONTEMPORARY COMMUNICATIONS CORFORATION

The Caffmigsion is seeking In the gueations that follow informalidn aa to conlracts and arrengements Now in exiatence, 2o well as any
arrangements ar nagoliations, writen or aral. which lata ta the prasent or fuluda linancing ol the statlon: the quasilons musl Be

answared in tha fight of ts insrociion,

IF CONTEMPLATED. EXPENDITUAES ARE LESS THAN S5.000 AND THIS APPLICATION |5 FOR A GHANGE N AN EXISTING
STATION, COMPLETE ONLY THIS PAGE OF SECTION Hi

+. g, Givan sstimated initial ¢ osts of making installation foe which apptication is made, [ performed under a conirach far iha complated
work, the jacts as to such contract musl be stated in 1y of estimalas as o e soverat itama. 1n any avent, the oodt shown muat be
casts in ptace and ready for service, nciuding tha amounts 1or labar, 3upervision, materials, suppies and treight. Cost temse such as
pralassional fees, matlia and STL agulgment, nan-technical studlo lurnishings, etz., shauld be included wndar “Ciher temg" heilaw,

and rbamized.

COLUBAM | COLUKM AL
fLISE ONLY {TOTAL)

WHEN (TEMIZING)

Anlanna Systam: (Inchuding artanna. anienna {OWaET, ITansmHSalon ling, phasing % 5
BquiprRanl. Ground systemt, Soupling acuaman and towar : 11 . 5[}{}'
lighting.] :

AF Generating Equismant; (tncluding tranamitter, tubes, fillers, diplaxer, remota 432,000

conirel equipment, and avlomakc logger.]

Maomtoring and Test Equipman! {ingfuding Ireguency manitor, phage menitar, :
moduiaten moniter, estiloscope, dum iy load, vectrascops, 50,000
widwg meanitors,]

Program Origination Eguipment {Inaluding gont el canseles, film chaina.
Camerae, =00iQ Tage eguipment, video tapa equipment, program
and distibution ampkfiars, Umiters, and transcrigtion -
ayupenent. b

Acquining Land:

Acﬁﬁiring, Remgdeling gr Canstracting Buildings 17,000

Other Hams: [{temize Below)
Legel Cosig: 2,500
Enginearnifg Casts: -
tnstaliatlon Costs: 20,000 )
Other Miscalaneous: I
Total Siner tems; : 22,500 :
Total Sonstructian Cosle: 503,006 _ :
Adg Estimated Coat of Operation for First Year, . M
Toiat First ¥ear Costs To Be Met By Agplicant 656,698
Estimatad Aavdnues Far First Yaar: 108, 000

FCC Form 309 {Fage St
Jung 19E2




Sactian |Il, Prge 2 Financial Qualifizalions

llem 1 fcortinuad)

t. State the basis of the egtimates in {a}, Paga 1, Sactlon |1, including (In the case of an application for a new broagogst stalion)
camfleta itemization of cogt of aperation for the first vaar, including cost of proposed pmgramrmng. as Exhibit [LI-1 0
_this appHeation.

2. Atachas Bxhibh  TEI-2  a detailed batance sheet showing applicant's assals, fiabilitles and net worth and state fully the
facts showing applicant’s lEnancial rezpansibility with respect to the canstruclion and opecation of tha station,

EXHIBIT III-1 ' : © July 15, 1982

Cost estimates were obtained by zampling vendor price guotations for each item.
Mo costs are includad for programming because programming will be provided by
our cugtomer. Items included In first vear cperating costs are:

Site rental-transmitter _ 3 12,000
Electricity - 6,720
Maintenance . 22,500
Tuheas . 11,200
Orher mzintenance material 5,000
Corporate overhead 36,278

- . § 93,698

Revenue estimates are based upon start—up at the beginning of the seventh

month .after a constroction permit {2 issued, and are eonservatively calculated

to include enly transmission revenues. Applicant also expecks to earn subseriber
revenues but 1s unable to estimate rhe amount of suech revenues at this time,

FCL Farm 303 (Pagn 6)
June 1952
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Seclion i}

NAME DF APPLICANT
FINANCIAL QUALIFICATIONS:
OF BROADCAST APPLICANT

CONTEMPORARY COMMUNICATIONS CORPORATION

The Commisgion i seeking in the quastlans tnat foligw information 25 10 contracts and arrangements now in existence, as well as any
arrangements ar regotletians, weltten ar oral, which redata 1o the gragent or Jutura flnancing of Wha sfatlan: the guastions must be

anawerad in the light of this Inatructian.

If COMTEMPLATED EXPENDITUAES ARE LESS THAM 55,000 AND THIS AFPLICATION 15 FOR A CHAMGE N AN EXISTING

STATION, COMPLETE ONLY THIS PAGE OF SECTIGN I

1 a3, Given ashmated initiat oasts ol maning instalation fae which application is mads. [ perdformesd under a contract for the complsted
wirk, the tacts as to such contract must be sialed [m fieu of estimates es o ha sevaral [tams. 10 any evant, the cost shown must he
cosis in place and mady for Sarvee, inciuding the amounts for labor, suparvislon, matarfals, suppliaa and frelght. Coest itema such a3
prfessional fasas, mobile gnd S3TL squipment, nan-technigal studio furnishings, gte., shewld be included undar "Cther ams” balaw,

and amized. :

Antenna System: {Including antanna, anlanna tawer, transmisslon ln4, ghasing
equipmant, graund system, cauping aquigmeant and tower
ligg et 3.}

AF Genarating Equipment: {Incliding tranamitiar, tubes. filters, diplexar, remola
conkgl equipment, and autamatic logger.)

mAarutaring and Tesl Equipﬁant: [In::1udini;,| frequsicy monitar, phaze monitar,
madulalian manitor, oscliloscops, dummy load, veciroscope,
¥IIEO montars }

Progizm Jriginetion Equipment.  {Ingluding sonirel conseles, Glm chains,
tamarss, ZLdio 1Zpe aguiprme nl, video tape agquigrtanl, program
and disteibulian ampliliers, limitara, and transcription
L1011 L

Acquirng Land:

Acquising, Ramodeling gr Conawmgting Buildings;

Other llemg: [liemize Selow]
Lagal Costs:
Enginearing Costs
Instaliation Coals:

Dtner Miscatlanaausy:
Total Chhar [tems:

Fotal Congtrirciion Sosts

Add Estimaredd Cast of Dparatlet far First Yeas

Total Firsi Year Caosta To Be Met By Agplicant,

Esterrated fovdnues For First Year

COLLINM | COLLIMMN H
{USE ONLY {TOTAL}
WHEM ITEMIZING)
$
84,000
936,000 |
50,000
i 39,000 -
2,500
1,000
32,000
1,144,500 |
|
110,328
1 ] 254 ] 823
216,000

FCC Fonm 309 (Pags B)
Junm f9B2
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Section i, Page 2 Financial Qualitications
 lem 1 feontinuad):
£. Siala the bagia of the estimates in {a}, Paga 1, Section 11, ingluding {ln the case of an appilcation for a new broadcast slation)

complete temizatlon of cost o! aperation for the lirst year. including cost of propossd programming, a8 Exbibil TFIi—-1 " ta
thiz appiication,

2, AMach azExhiet IIT-2 & detailad balance sheet shawlng applicant's asaets, labilities and nat worh ard state fuilly the
facts showing appllcant’s fimangial rasponslbllity with respect 1o the construction and cparation of tha stetion,

EXHIBIT IIT-1 _ July 15, 19812

Cost estimates were obtained by sampling vendor price dquotations for each item.
Mo costs are included for programming because programming will be provided by
our customer. Items included in first year operafion costs are:

Site rental-transmitrer 5 3,000
Electricity 11,040
Maintenance 22,500
Tubes 22,400
Other Maintenance Material 5,000
Corporate overhead 46,383

110,328

Revenue estimates are based upon start-up at the begioming of the seventh

wonth after a construction permit is issued, and are conservatively calculated

to inélude only transmisasion revenues. Applicant also expects to earn subscriber
revenuea buk is unable toc estimate the amount of such revenues ar this time.

FCC Form 399 (Page 6)
June 1982
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Saciian il
NAME QF aPPLICANT
FINAMCIAL QUALLIFICATIONS
OF BROADCAST ARPLICANT CONMTEMPORARY COMMUNICATIONS CORPORATION

Tha Commission is sgaklng in the guestions that follow information 2% to contragts and a_rra.ngumnnls now in a;uistar_ica. a8 wel ax any
arrangaments or regoliagtions, wiillen of orgl, which relata to the pragent or future Hnancing af the sration; the questiong must ba
answarad |n tha [ignt of this instraction,

IF COMTEMPLATED EXPENDITURES ARE LESS THAN 55,000 AND THIS APPLICATION iS5 FOR A CHANGE [N AN EXISTING
STATION, COMPLETE ONLY THES PAGE OF SECGTIGN 111

1. a. Giver astmated imitial cosis of making instaliation far whizh appfleation is mads. |f parformee under & coniract far the comelated
wtrh, Lha [2612 a9 to such contract must be stated in lizu ol aslimates 33 to the savaral [tems. in any evant, tha cost shown must be
L1515 4 pRace and ready lor servica, including the amgqunts for labar, supervision, atanials, sup_pllas and freight. Gost items Isur:h A%
professional fees, mobife and STL equipment, non-technical studic furnishings, ale., should be included under "Qtker Hems” baldw,

and demized.
COLUMM _ COLEMN ]
{USE QMNLY {TOTAL)
WHEN ITEMIZING)
Arlannz Systarm: (Inciiding antenna, Bnienna Wwear, Hansmission line, phasing 13 5
- equipment, ground systam, caupling equigment and 1owar 64 . 000
lighting.] 3
AF Generaling Equepmant: (IAchadIng trangmitter, fulas, Gilters, diplexar, remots 708, 000
central equipment. and aulgmatic ioggar.)

Momtonng and Tegt Equigment: {inciuding iaquaney monkar, phasa monitor,
modulalign manitor, oseiloscopd. dummy knad, vecirassope, 50. 000
vidao monitors.) L

Program Daginaben Eampmant: (Including contrg consales, flim chiing,
CAMeras, audio lapa equipmant, vidas 1ape equipment, pragean
and disirbution amplifiars, kmdara. and ranscription
equipment.} -

Acquiring Land: ] . ————

Acquining, Hemodelng or Constructing Budidings,

Qther Items; {Ilamiza Balgw)

Leal Costs: 2,200,
Engineering Costs:
instaliation Cosls ' .
31,000 '
Other hlgcelanaous: 5
Tatal Othar ftems 33,500
Tatal Consbruction Soata: Mﬂm 1'
Add Eatimaled Cost of Oparation far First Yaar, w \
Tatal First Yaar Casts To Ba Mat By Apptlcant 353,686 ,
L]
Estimated Hevdayes For Fiesl foar; 162,000
. 1
. FOCC Farm 303 [Paga 5t

June 1982
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Secllan itl, Page 2 Financiai Qualllications

It 1 foontinuad )

b. Slaia the basia of the eslimatas in (&), Fage 1. Sacion 111, includlag (in the case of an applhl:ati_un fora ne'fv'bruadcast giatlon]
compiats temization af cost of aperation for the first year, ingluding cosl of preposed programming, a9 Exnibil TII-1 to
1hiz zppiicatian.

2. Attach as Exhibit TII -2 a datalied balance shael thewlng appileant's assals, fishiilies and net worth and stata fuity thi
facla shawing appiicant's financial respansibility with respect 1o the consiuctlon and aperalian of Ine staticn,

EXHYBIT III-1 ' July 15, 1982

Cost estimates were obtained by sampling vendor pricé quotations for each item,
Ne costs are ipcluded for programming because programming will be provided by
our customer. Items included im first year operating costs ara:

Site rental-transmitter $ 3,000
Electricicy 8,880
Maintenance 22,300
Pubes 15,800
Ocher maintenance material 3,000
Corporate overhead 41,006

5 97,186

Revenue estimates are based upom start-up at the beginaing of the seventh
menth-after a constructlon permik 13 issued, and are conservatively calculated

to include only transmiasion revenues. Applicant also eXpects ko eayn subscriber
revenues but 1s unable to estimate the amount of such revenues at this rime.

FCC Form 303 {Paga G}
Jure 1982
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TABLE 4

MDS System Staffing Levels

Function installations per month
300 500 1,100

Adrinistration

Genarzal Manager 1 1 1
Centroiler 1 i 1
Accounting &
ECP Clerks 3 4 7
Salas
Sales Manager 1 1 1
Customer Service
Representatives 1 2 7
Sales 4 G 18
Operations
Operations Manager 1 1 1
Service Supervisor 1 i 1
Dispatcher 1 1 2
tnventory Clark 1 1 1
Technical Sarvice 1 2 5
Instaliation 5 B 20
Total Persanned 21 29 65

Businass Opportunities For Broadcasters
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TABLE 5
Single Channsl
MDS Pay TV Qperation
($000s)
Year 1 Yoar 2 Year 3 Year 4 Year 5
Revenues $ 1, 2?? a $ 23642 § 26414 § 27402 § 29665
Fratax Pmﬂt {Luss} - {659 {}} E?? 4 785.3 -906.9 S 026 5
SRR I N.!-,q N P '.;'9‘ )
ii Gash Flow {after Taxas} {1 152.1) -‘-_34?.9 591.9 647.2 ?16 u
s zM*ﬁL? ; mot . .
e A e g e * b
TABLE &
TABLE 7
Average Subscriber Acqulsition Cost
(Single Family Home) Subscriber Pay Back Perlod
Costs: Monthiy Subscriber Fee $ 1985
Home Reception Equipment  $§ 100,00 Variable Costs:
Sales 21.00 Prngramm!ng (7. m:l
Advertising 24.00 |, Carrier Connection Gharge  (0.90)
Installation 30.00 | Billing (0.50 | :
Direct Cost . |
to Acqulre a Subscriber  § 175,00 Variable Profit $ 1156

installation fee {$ 49.95) :

Net Investmant per Subscriber $ 125.05
Net Investment per Subscriber $ 125.05

Pay Back Period 10.3 months [

12 149




APPENDIX 2

Projected Financial Statements And Notes

ild

S

The accompanying financial projection is based on the assumptions of the authors about the con-
ditlons and courses of action they believe to be reasonable in managing the construction and
opseration of a single channel MDS system. The financlal projection has been prepared for pur-
poses of illustration only. Local conditions prevailing in a specific market coutd differ substan-
tially from the condltions assumed in thls exampie. As a resuit, actual estimates gould vary from
the projection and the variation could be material.

TABLE 11
PROJECTED INCOME STATEMENT

SINGLE CHANNEL MDS PAY TV OPERATION

Raventss

Subscription Fee
Installation Fae
Interest Ingcoma

Total Revenues

Operating Costs

Carrier
Programming
instailation
Technical Service

Total Operating
Costs

Selling, General and
Adminlstrative Exponse

Salos

Custamer Sarvice
Advertlslng
Adminlstration
Facliltlas

Bad Debt Expense
Depraclation

Total 5, G + A
Pretax Profit {Loss)
Investment Tax Credit
. Income Tax

‘Net Income

(3000s)
Yoar t Year 2 Yaar 3 Year 4
¢ 7883 $ 22626  $ 23706  § 24786
489.5 54.0 54.0 63.0
0 47.6 118.8 207.6
$ 12778 $ 23642  $2541.4  § 2748.2
$ 1354 $ 1534 § 1534  § 153.4
976.5 801.0 849.4 900.4
996.9 31.3 0.7 34.0
66.7 38.9 40.8 42.9
$ 7745 $ 10246  $ 10763  $ 11307
$ 2059 § 228 § 237 0§ 247
a7.1 6.5 38.3 40.2
240.0 50.0 50.0 50.0
938 5 114.0 119.4 128.0
201.4 100.8 114.7 119.9
1.5 80.5 4.8 99.1
157.9 238.6 238.9 249.7
$11823 § 6622 § 6798 & 7116
$ (650.0) $ 6774 § 7853  § 9069
105.3 4.7 5.0 5.2
820 5 (338.7) (392.7) (453.5)
$ (2242) $ 3433  § 2076

Yaar 5

2586.6
63.0
306.9

2956.5

153.4
954.4
35.5

45.0

11688.3

28,7
42,2
60.0
131.0
i28.3
103.5
261.0

L TALT

1026.5

s was s 5187

L1

Buslness Opportunities For Broadcasters'




TABLE 12

PROJECTED CASH RECEIPTS AND CASH DISBURSEMENTS
SINGLE CHANNEL MDS PAY TV OPERATION

{$000s)
Year 1 Year 2 Yaar 3 Yeaar 4 Year b
Beginning Balance $ 0 $ 500 $ 500 $ 9898 $1637.0
Cash Recelpts
Accounts Receivable 3 0 £ 783 £ 2263 F 2371 % 2479
Subscription Revenue 667.9 19458 2038.7 2131.6 22245
Installation Revenue 480.5 540 B4.0 63.0 53.0
Intgrest lIncome (- 476 116.8 207.6 a06.5
Capital Required 1152.1

Total Cash Recelpts  $2269.5 $2125.7 $2435.8 $2639.3 $2842.3

Cash Disbursamentis

Operating Costs $§ 774.5 $1024.8 $1076.3 $1130.7 $1188.3
5,G + A Expense 1162.3 662.2 679.8 71186 7417
Less Depreciation

and Bad Debt Expense {189.4) (329.1) {333.7) {348.8) {364.5)
Increasas in Inventary - 30.0 {10.0} (14.0) .3 0.3
Increases in tong Term

Assets 1067.5 47.3 496 521 B4.7
Decreases in Accounts

Payable {140.8) 48.8 {1.8) {2.1) {2.0)
Investment Tax Credit {105.3) (4.7 {50 (5.2} {5.5)
Income Taxes {benefit) (320.5) 338.7 3927 453.5 513.3

Total Cash
Disbursement $£2269.5 $1778.0 $1843.9 $19921 $2126.3

Cash Surplus -0- $ 3479 $ 591.9 $ 647.2 $ 716.0
Ending Balance $ 500 $ 3979 $ 988.8 $1637.0 $2353.0

In MDS Pay Television 25




b g]
SUMMARY OF SIGNIFICANT ASSUMPTIONS

1. Revenues

Hevenues are the result of the growth in subscribers reduced by subscriber turnover or churn. A
turmover of 10% is projected which is consistent with a stabie subscriber population composed
primarily of singla family homes. A greater mix of multi-unit dwellings or competitive incursions into
the market by other pay TV distribution services would probably result In a higher turnover rate, This
would nacessitate higher marketing and instaliation expenses. For exampie, a turnover rate of 20%
would require an estimated increased expense of $67,500 for additicnal instailation and saies staff.
The amount of additional advertising needed would depend on circumstances.

TABLE 13
FIVE YEAR PROJECTIONS

Year 1 Year 2 Year 3 Year 4 Year b

New Subscribers 9,800 900 900 900 o800
Disconnects {800y {900 (200 {900 {900
Cumulatlve Subscribers 8,000 8,000 9,000 9,000 9,000
Average Subscribears 3,293 9,000 9,000 9,000 9,000

Monthiy Subseription Fee $ 1995 & 2095 $ 21.95 & 22095 $ 23.95
Instaliation Fee $ 49.95 $ 59.95 $ 59.95 $ 6995 $ 69.95

Average number of subseribers In the first year total 3,293 rathar than 4,500 as wou ld be the case if subscfibers
wete added svenly ovar twelve months. Subscriber grawth Wil mate likely be skewed towards the 1ast half of the
year. intereat incuma (s earngd at the rate of 16% per annum on surplus cash In years two to five,

2 Carrler

Carrier payments ars based on monthiy transmission charges of $4,600 and a monthly conpection
charge of $0.90 per subscriber. A one-time charge of $40,000 has been provided for in the first year to
pay for the Installation of two 100 watt amplifiers. An allowance has also been made for reim-
bursable expenses payable to the carrier of $4,400 In the first year and $1,200 in each succeeding
year.

3. Programming
A monthly programming cost of $7 per subscriber has been projected with a 6% infiation rate

assumed for succeeding years.

4. Instaliation
All personne! expenses assume a 5% annual inflation rate,

During peak installation periods, in the first year when over 1,100 installa per month ars budgetsd,
twenty instaliers will be used. In succeeding years, when installation activity declines to an average
of 75 {nstallations per month, only two Installers are required. Salaries, benefits and Incentive
?ayimen;s are included as well as vehicla gas and maintenance. Vehicles themsslves are not
ncluded,

5. Techntical Service

Five service technicians are included in the first year projection with a reductlon to twe technicians
in succeeding years. Salariss and beneflts are included along with vehlcie gas and maintenance As
with Installatlon projections, vehicle capital costs are not included.

6. Sales.

Sates personnel reach a totat number of sightean in tha flcst year and dmp to two In succaadlng
years. Salaries, beneflts, and incentive payments are included. .

26 Business Cpportunities For Broadcasters
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7. Customer Service
Five customer service representatives are projected in the first year, declining to two in succeeding

years. Salaries and benefits are shown.

8. Advertising
Advertising expense is projected at $240,000 in the first year and $50,000 in each succeeding year.

9. Administrative
Fifteen administrative personnet are included in the first year. In succesding years, seven will be

required. Salarles and benefits are included.

18, Facilities

Customer billing, rent for a 3,500 square foot office and warehouse, voice and data systems, utilities
and maintenance, truck leasing and organizational expenses are included. Facility expanses decline
in the second yaar primarily because of the elimination of truck leasing {$88,000% and lower tele-
phone charges. These decreasing costs are partially offset by higher customer biliing expense.

11. Bad Debt Expense
Four percent of accountis receivable are assumed to be uncoliectible.

12. Accounts Receivable
Ten percent of subscription sales are assumed to be outstanding and collectible at the end of

aach year,

13. Inventory
Supplies of MDS reception equipmant.

14. Capital Expenditures, Depreciation and Investment Tax Credits

Anticlpated capital expenditures include [nitiat expenditures of $36,500 for an office, service
center and warshouse; $40,000 for a sateilite earth station, instailation equipment and electronic
test equipment: and $36,000 for four trucks {additicnal trucks will be leased during the peak
installation period). Other flrst year and subsequent years’ capitai expenditures relate to the
acquisition of subscriber home reception equipment. Studlo and studic-to-transmitter links (STL)
are assumad to either not be required or already avaliable. '

The average cost of the home reception eguipment is estimated at $100 in 1982 with a 5% inflation
rate each year thereafter.

Depreciation expense has been computed using ACRS percentages over a five yeay useful fife. It
is axpected that capltal expenditures qualify for a 10% investment tax credit.

TABLE 14
PROJECTICON OF CAPITAL EXPENDITURES
($000s5)
YEARS
i 2 3 4 5 8 7
Home Reception
Equipment $ 9400 ¢ 47.3 $ 496 $ 521 $ 547 § 574 5 €03
Other Capltal
Equipment $ 1275
Total Capital .
Expenditures $1067.5 $ 473 $ 498 $ 521 $ 547 § 574 § 603

Investmant Tax Credlt $ 1054 § 47 $ 50 % 52 $ 55 & 57 § 860

in MDS Pay Televislon 27
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15. Accounts Payable
Payment within 30 days after invoicing is assumed for carrier, programming and facilitles, as weil
as for additions to Inventory and long term assets.

16. Taxes
Fedaral and siate Income taxes are assumed to be 50% of pretax income or loss. It is currentily

assumed that a tax benefit will be recsived for any available investment tax credits or osses which
would offset taxes otherwise payabie by affiliates of the MDS operation.

28 Busliness Opportunities For Broadcasters
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{a} fa) ' {b)

[Ac

Basic . Homes Homes Homesa Total
Pay-Cable MDs5 5TV Toiat Cable Passed Pagsad Fanzad Homes
Subs Luby Subs Pay Subs £ubs By Cable By MDS By S7¥ Pagsed
Dale {rmil} (mnil} {mil} [mil]_ (mil} {mit) (mil} {mil) {mil}
4701473 A4 018
FA15473 AXag 035
A0S 048 {048
515574 [6T RET
89/01/74 RO 100
12431474 40 S48
AZTE 189 14ag
Bf30/7E 2635 265
89s30/75 2351 A5
12731475 ABD A88 - 10984 4.216 .
3T B33 24 Li-r 2.530 5550 S 5.661
Bf30/76 T6E 028 704 3180 B.874 134 1 7.008
TAANTE 278 043 1.081 4370 8181 il 0.383
B/30/7T 1,374 il 005 1.244 3.202 10,775 Ans - 38 11.218
12830477 1.642 O7F 820 1.733 6.483 13,432 AT a9z 14,195
B/30/TE 2.352 LILLY: i 2502 7.5481 15,363 A87 1.500 17,320
12£31/78 3.28% 46 A48 3580 2397 15.338 FE0D 5.500 24.588
6/30/79 4,334 207 260 4. 801 11.487 21777 2317 6.700 30,794
12431470 5.732 BT i) g.409 13.869 26.712 5.8286 11.050 29,231
6/30/80 F.231 a2 520 8.103 16,100 20091 a.010 12080 41,850
12431780 4.444 47 7o 10.288 18.070 d32.826 13.209 21.300 48,334
GAA0SET 11.320 ATD 1.082 12 881 20.500 37300 13,503 22800 48910
12431481 15,602 B30 1.541 17.673 22,540 41145 16.600 28.600 58,363
6/30/82 17.605 S0 1.747 18,922 24,800 44500 16.288 30,900 £1.200
Fay-Cahle Fay-Cabla MDS Fay STV Pay {a) (e} (c) {c)
% Pen of % Pen of %% Pen of % Pan of Average Average
Homes Baale Homes Homes Pay-Cablte  Average HAverage Pay TV
Date * Pagzed Ceble Pasasd fazzed Rele © MDES Rale 4TV Rate Rale
12:31075 11, 1% 23.6% 1 T BT.EE
3fAHTe 1.4, 25.0 . 2.8% .49
67376 1.1 24.3 20.8 .50
12/31/76 10.6 22.3 223 7.B7 $10.01
Gt TY 1t.0 22.5 21.3 3.7 .81 10,34 _ $14.08 $r.e7
1231477 T2 253 18.1 3.1 7.8z 10.69 16,48 8.12-
83078 163 0.9 18.9 3.8 704 11.69 16.26 a.27
123178 ir4 35.0 15.4 28 .09 11.63 1785 8.62
£/30478 9.9 K Frd 8.0 a5 8.20 i1.04 14,36 .91
12£31479 223 4532 4.7 3.6 §.44 14.24 18.38 837
53080 249 44.9 4.4 41 8.75 13,92 1995 8.70
12£31/80 L 0.6 34 a7 a8.80 15.08 038 8.78
530481 0.2 55.2 3.6 4.7 8.4 1598 .29 .90
12/31/81 ar.6 68.8 32 5.9 8.02 16,14 18923 10.13

B/20/82 8.7 718 31 857 9.2% 16.02 i7.22 10.14

{a} Basic cable subscribers and homaes passed by cable colitins show number of basic cable subs and homes passed in those sys-

tems pifering pay TV.

ib) Total homes passed for 1979 forward Is PKA estimate of the unduplicated homes passed by syslams offering pay TV, Prior 1
1979 this number is tha tolal of homes passed by systems offering pay TV, 5TV and MDS (column 6--7 + 8},

{c] Average rates are detenmined by dividing revenuss from all subscribers ky the number of subseribers.

Table complied by Paut Kagan Associates, o, © 1982
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Clisn with MIXS  Companies

applicallone Oparating/ Cparaiting
Cale of permila Applying Etalions
BfA0/82 463 222 g5
12£31781 448 203 73
6F30781 434 185 B8
12/31/80 420 180 ot
G/30/80 Y= 158 a7
12,3478 301 138 49
130475 281 125 42
1231778 258 115 41
BFA0ATE 235 11é a5
12831477 287 13 2a
GFA0STT 218 113 2a
12/31/76 220 110 21
6/30/76 21 104 17
12431478 180 100 12
G/30/70 160 a5 11
12431474 170 a5 a
ZERTENE] 17 nfa 4
12/31/73 T84 néa —
GFA0TI 184 n/a —
127314/72 174 n/e —
6730472 123 n/a —

e — data nel avalkabi

i STATISTICAL PROGRESS OF MDS
et e

Licansed, Other Mutually
Bul not Permits Applications Exclusive
Cperaling Granied fanding Applications
1193 147 494 325
107 143 581 q01
63 155 GO0 471
a8 147 Tor So0
ar 122 &20 427
33 FiLi] 8147 380
a8 L3 510 354
21 Ga Qb 301
21 T4 a7 2483
a2 ga 36B 280
16 84 388 311

8 Tz A58 135
L 65 440 445
L 58 480 480
& 51 483 481
2 3z 484 446
2 18 402 20

— &3 260 314
— 23 358 314
— 12 344 275
— — 274 nfa

MULTIPOINT COMMUNICATIONS

Yiou knew Campucon $or its expertise in Micro-
wawr Systemns Engincening.

Compunon 2lso provides a fell Tne of Multipoint
Commurications Serces ncluding:

® Low Power Televiston Channot Selection includ-

i) Preparation of Technical Partion {Sectien 3 of
FCC Form 346,

& Service Area Analysis for Arcewide MicTcwave
Distribution Systeans (WMEOS I TFS-OFS) includiag #7-
progriate FUC Forns,
OF%  FOT Form A0
[TF% — Ernireering pertion ef FCC
Foran 330F
M5 — Exnikdt || of FOC Form 435

® Hopulation Density Sturdies

® Systerns Planning

... SErving the Cemmunications ssustry fince 1568

(=

& fnisidiazy of AL HRlsen Coirpary

Compucir, v

P A 01225
Crallas. Jexas S
(14) 2373 4380

STV
Lot SUR RN
LPTV . MDS . STV

INSTALLATION PRODUCTS

YOUR INSTALLATION PARTS
PLACE TO GOI

AMB SWATCHES » CONNECTORS
TRAPS * PRE AMPS » POST AMPS
TRANSFORMERS « TOOLS = JUMPERS
FEATURING — MACOM FRODUCTS

CALL OR WRITE FOR CATALOG
ANDH INFORMATICN

{800)252-7889 1N CALIF. (213)884-2002

7745 ALABAMA AVENUE = UNIT 13 .
CANCGA PARK » CA » Fi3(M

e e




Class B Monthly Charges

Marke! Market Class B Monthty Charges

* Abilene, TX $2,500 + B9t terminal {u)
A¥ran, OH 2,500 -t- 65¢arminal :

* Akron, OH 2,500 | Ghgflerminal {u) El Pago, TX 4,500 + BBtAerminal

* Albany, GA 2500 + 85t /tarminal {u) Elburn, IL 1,800 + 85¢Slerminal
Albugquergque, N 3,500 + B5tAerminal Ely, HY $i.00/mo/terminal {min SH0)
Allentown, PA 1,800 + 35¢terminal Erig, PA 1,500 + 65¢erminal

* Amarillo, TX
* Anaheim, CA

Anchorage, AK

*Ann Arbor, Mi

* Asheville, NC
Astoria, OR

* Atlania, GA

Adlandic City, NJ
* Auglin, TX
Bakarslield, CA
Ballimore, MD
*Beaumont, TX
Beliingham, WA
*Birmingham, AL

*Hoiga, ID

*Hasion, MA

*Hridgeport, CT

*Brownsville, TX
Bugckhorn Lakes, CO

Buffalo, NY
Burlingten, 1A

*Butte, MT
Carthags, MD)

* Cadar Rapids, 1A
Charleston, §C

* Charloite, NC

*Charlottesville, VA
Chicago, IL
Cincinnati, OH

* Cincinnati, OH
Clayton, CA

* Claveland, OH

Colorade Spgs, GO
Columbia, SC

* Columbus, GA

* Columbus, OH

- *Gorpus Christi, TX
Davenpart, 1A

* Dayton, OH

*Benvar, CO

*Des Moines, LA

* Detrait, MI
*Puluth, MN

* Microband carrier

3,500 + 854/ 1erminal
8,400 + $1.00/1er mined

(4209 mim + 3500 tower charge
3,000 + $2.000 tor swudlo to

MDS transmission
3,200 -+ Ba¢Aerminaf
2,500 4 Batfterminal {u)

$2.00/5uk (min $1600/me)
2,200 1 2MAerminal -

5100 towsr charge
2.500 + shtfterminal {u)
2,500 + s5¢lerminaf {u)
2,000 + 50fAerminal
4 500 + 85¢Aerminat
3,500 + BS54 lerminaf
1,900 + 354 erminal
2,500 + 85¢ferminal +

$500 1owar charga (U}
2,500 -+ gogHerminal {u)
% 775 + 85¢Merminal
2 500 + &5¢Merminat {u)
3,800 + &54Merminat

2,400 + $4. 50 1erminal + addl
S04/yr each of next 5 years {u)

3,500 + 65¢Aerminal

1,300 -+ 28¢/home + $728

sarth slalion
2,500 -+ 85¢Aerminal {u)

$4.00/home + $325 sarth statlon

2500 + 85¢Merminat {u)
2,600 + &5¢erminal {u)
3,500 + é54erminal

2,500 + ébtfterminal {u)

11,835/mo + bOg¢fterminal

2,500 + 85¢fterminal
2,500 + gheerminal {u)
1,500 + 65¢Aerminal
{over TO00) (u)
3,260 -+ 20¢Aerminal +
$1260 fower charge
3 500 + &5¢Merminal
2,504 + &54 Herminal (u)
2,500 + abg/terminal (u)
2,500 + e&g/tarminal (U}
3,500 + e5gfterminal
2,500 + G5gHerminal (u)
2 500 + a5¢ferminal {u)

2,950 + 20¢ferminal + 75

tower charge
2,100 + SOtSterminal
3,500 + B5¢flerminal
2,500 + 85o¢Aarminaf (u)

(u}— Linproteciad service

* Evansvilie, [N
Fairhanks, AK

*Fargo, ND

*Flint, Mt

*Ft. Wayne, IN

* Gainesyifle, FL

* Galveston, TX
Gitroy, CA

*Grand Rapids, M
Hammondd, LA

*Hartford, CT

*Heclor, NY

*Helena, MT

* Hunisville, AL

*indianapaiis, IN

* Jackson, M5
Jackaonville, FL
* Johnson City, TR

* Kalamazoo, Ml
* Kanaas City, MO

* Kearney, NE

* Lafayetie, LA

* Lansing, MI

* Lawton, OK

* Lexington, KY
Long i=land, NY

*Los Angeles, CA

* Loulsville, XY

* Lubbock, TX
Macon, GA

* Mancheaster, NH
* Mansfiald, OH
*McAllen, TX

* Memphis, TH

* Miami, FL

* Midiand, TX

* Miiwaukes, Wi
Minneapatis, MN

*Minnaapolis, MN
Mobiie, AL
Monterey, CA

*Montgomery, AL

* Muncia, IL

3,500 + 6h¢Herminal

6,000 4 $1.00terminal {after
2000 {ncd eff until 3000 subs)

2,500 - B5¢fterminal {1}

3,504 4 65¢Aerminal

AO0 + B5¢Aerminal {u}

00 + &BtAermingl

00 + 854 erminal

0 + FEeNerminal (u)

+ B&4Starminal {u)

' + B0¢Mterminal

500 -+ B5¢Aarminal

1,500 -+ BotAterminal over 1000

2,500 + Bit/terminal {u}

2,500 + g5¢fterminal {u)

35600 + 204ferminel +
$410 1ower charge

2,500 + BEgAarminal {u)

2,000 + BS5¢/erminal {u)

2,600 + BEg/Aerminal (u)

3,500 + BE¢/Aerminal

3,500 F BSEfterminal +
%225 tower charge

1,585 + B5¢/Sterrminat

3,500 + 654 terminat

2,500 + BS¢/terminal {u)

2,500 + 654 terminat (W)

2,500 + BSg/terminal {u)

2,000 + B854/ terminat {u)

4,200 ¢ F1.00M8rminal (4200 min}
4 %290 fower charge

2,500 + &5¢/terminal +
$8040 tower charge (U}

2,500 + BE¢termingf {u)

1,400 + 954/ 1st 5,000 terminaks;
$1.15 next 5,000 $1.35 over
10,000 ()

2,500 -+ 65¢/terminal {u)

2,500 + 65t/ terminal {u)

3,500 + 65t terminal

3.750 + 65¢/terminal 4
$250 towet charge

3,000 + 82¢/terminal {u)

3,500 4+ 6o¢terminat

3,500 + 20g/terminak

3,850 + 2&¢/arminal

3.000 + 20¢Harminal

2,600 + &5¢erminal

1,254 + S0¢Aerminal

2,500 + 65&Merminal + $758
torwier chargs (W)

2,500 + ah¢tarminal (Ul

fl

2
3.5
3.5
1.3
2.5
2.0
3.5
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MDS Tariff Table

Market

Class B Monthly Charges

Market

i

rl,

Class B Monthly Charges

Naga Haad, NG

Nashvlile, TN

Moew Havan, CT
*Maw Osieans, LA

*New York, NY
*MNorfclh, YA

Oklahoma Cily, OK

Olympia, WA
* ODmaha, HE

Orlando, FL
Gro Grande, CA
Oxnard, CA
*Palo Alto, CA
*Panama City, FL
Payatte, ID
Pensacola, FL
Paoria, 1L
Phitadalphia, PA

Phornix, AZ
*Phoanix, AZ
* Pittaburgh, PA
Pompane Baach, FL
* Pontiac, Mi
* Portland, ME
* Partland, OR

* Providence, RI
* Pughia, GG

1,500 + S0¢sterminai

2,500 + 65¢/terminal {u)

2,500 + 85¢terminal [u)
3.570 + 30 erminal -
$1.978 tower charga -

5,400 + 85¢erminal {2700 min)

2,500 + B5¢/ferminal +
$200 tower charge fu)

3,300 + &54/terminal +
£ 100 towar charge

1,400

3,500 + &84/ terminal 4
3270 tower charge

2,500 {(u)

1.900 + 80&Aerminal {u}

2,000

3,385 + B5¢Mterminal

2500 F 65¢/terminat {u)

4,000 min; $& per drop

2,500 + &5¢/terminal {u)

2,500 + S5¢/terminal (u)

12,400 + $1.00/home up to

$16, 400 maximum
2,500 + é5¢ /terminal
2,880 + 8d¢arminal
2.500 + 204/ tarminal
2,500 + B5¢/terminal {u)
2,500 + B5¢/terminal {u)
2,500 + 85¢/terminal {u)
3,000 + 85¢/terminal +

$200 tower charge
3,775 -+ Ghd terminal
2 500 + 65¢/terminal (U}

OVER 40,000 IN USE

COLOR /CRAFY'S

PARABOLIC
SECTION
ANTENNAS

= HONEST GAIN
SPECIFICATIONS

« LOWEST WIND

*Haading, PA
Aann, NY
Richmond, VA
Raanoka, VA

* Rocheatar, MN
Rochester, NY
St. Croix, Vi

* St Joseph, MO

* 2L Louis, MO
51. Thomas, VI

*Sacramenlo, CA

* Saginaw, W

*Salemn, OR
Safl Lake City, UT
San Barcarding, CA

San Diego, CA
*San Francisco, CA
San Juan, PR

San Marcon, CA

Sarasola, FL
* Savannhah, GA
* Seatlle, WA

* Sioux Fallg, SD
Soldotna, AKX

* South Bend, IN

* Spokane, WA

* Springliatd, MA

* Springfield, MO

*Stocklon, CA
Tacoma, WA
Telahaszen, FI,
Tampa, FL

*Topeka, KS

* Tiglaa, OK
Tupelo, MS

*Washinglon, B.C.

* Watarloo, (A
Wast Palm Beach, FL

*Whesling, WV

* Wichita, K5

*Wichita Falls, TX
Winnemucca, NV

*Worcastary, MA

2,500 + 85¢Asrminaf {u)
2,750 + 85¢1arminat
2,500 + 25¢/tarmingf
2,500 + B5¢ftarminat (u)
2,200 + 65¢/terminal (u)
1,500 + G49t/terming
2,500 4+ $t1.000arminal
2,504} -+ B5¢Sterminal {1}
3,500 + 52 5¢/terminal
2,508 + $1.00/terminal
3,500 + S50¢/terminal
2,500 + &5¢/Asrminal fu)
2,500 + 85&Aarminat {u)
$60/day + 504 tar minal
2,500 + &65¢/1st 5,000 terminals;
2a¢ next 10,000; 504 over
15,0040 fu}
$128/hr + BQgterminal
Q775 + B5¢Mermina
1,000 + 754518t 1,000; $1.75 next
1,000; ¥5¢ 1horeafter [U)
2,500 + 85¢/ st 5,000 terminals;
55¢ next 5.000; 504 thersafter
tul 1,
2,500 + B854 Marminal {u)
2,500 + 65/ tarminal {u)
2,000 + B5¢fterminal +
$600 tower charge
2,500 + BE¢ terminal (i1}
4,000 min + $&00/drap
2,500 + &8¢ terminal {13)
3.500 | é5¢Mterminat
3,775 + B5g/terminal
3,500 + 85¢/terminal
3,500 + sS0ffterminal (u)
2,000 + &5¢/erminal (u)
2,500 + 85¢ftarminal ()
2,000 + B4 terminal )}
2,500 + 85¢/terminal fu)
2,500 + 64¢erminal {u}
140G + 504 terminal
3400 + 95¢/terminal
3.500 -+ B5¢/terminal
2,500 -+ 85¢/termingl (u}
2,800 4 854 terminal (L}
2,500 + 854 terminal (U}
1,500 + G&5¢Aarminal
$1.00/moAarminat {500 min)
2,000 + &5¢/arminat {u)

RESISTANCE Yakima, Wa $1.00Aerming] ($875 min)
s EXTRA RUST “ Youngstawn, OH 2,500 + &5¢/tarminal (u}
FROTECTICN
= FULLY WATER Other Microband Tariffe:
PROOF
+ LOWEST PRICES Liass B Partak $1,200/mo.
£51509 1848} Class B Package: 2.500/mo. + $1801erm
PEI000 2148} Clazz Y S00/mo., or 264 1erm
PS2600 2648] _ : (whichaver |5 greater)
FS3000 30dB] Claas 2 Presmpt|bia: 300/ me.

* Mlcroband carriar (e} LInprotecied service

PLUS A FLULL LINE OF
INSTALLATION ACCESSORIES r
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It appears these days that MBS [mu!t_lpmnt distribution
service).is starting. to. give cablecand STV. 2 run for their
money! '

Up unti! recentty, MDS has been & ont channel service
enahling MD3 operators to offer first run movies or other
types of entertainment {0 & vast andience not being served
by cable or other forms of pay scrvices‘t.

Transmitted over the air via micmwa"-ljfe. MDS is strictly
line of site. Therefore, signals cannot always reach some
areas intended o be served. It has becn pushed aside by
many other services, ignored by some, programmers and
not looked at seriously by most financial institutions.

Only five years old and MDS is alive :Emd well! The per-
sistence of the industry haé brought abnut 24-hour MDE
service, public offerings, better equiprRent, MOre Program
suppliers and NAMSCO, an association serving the needs
of its indusiry. . 1'

With 85 operations scrving some 570,000 subscribers,
wetve pnly creased the tip of the icebcrg.

Time and time again, MDS proves ta be an ingxpensive

alternative to pay programming and continnes to be pro-__|

[itable al a much lower subscnber rate than other pay TV
SEI’WQES,

.'

If managed prnperij.r, the p'ayback could be less than thres
years, There is less risk, less capltal investinent and the
return is grester then other pay Strwces .
With this kind of opportunity for the [uture, a new
chalienge is akead for this small, but aggressive service.

In 1980, the FCC proposed a reshuffling of existing fre-
guency assignments that would resulf in 11 {TES channels
{instructional television fixed service); 18 OFS chamnnels
{foperational fixed service): and 10 MDS channels. The
allocations could change any given market according 1o the
need, under the FCC plan,- '

Uniti} now, these proposed dockets {80-112&113) have been
somewhers in the FCC siiting idle, but not the MDS in-
dustry.

C ] |
MDS UNDERCUTS CABLE PROFITS

A

2

A recent report indicates that cable now passes less than a
third of television homes. It would cost approximately 319
biilion to build new cable systems or rebuild old ones and

+ 3 million homes, many in urban areas, will still remain
unwired in 1990,

Multichannel MDS however, could be completed within 24
months at a cost of no more than $35 million, sources say.

A multichannel MBS system could compete financially
with a cable system. With a charge to the average sub-
seriber of $28 per month af start-up, a cable system receives
a return equity of 11.3%, In a typical sitoztion, a multi-
channel MDS operator could charge his subseribers about
10% less and still gel a refurn on equity of about 35%,

With this in mind, an experimental grani was obtained in
1581 by the common carrier in Salt Lalke City, Channet
View. They were given authorization to experiment with
transmission and reception of an B-channel MDS system
with the idea of proving or disproving the vizhility by a
single source.

Today, wtilizing 48 MHz of the microwave spectrum with
part of 1TFS, eight channels of MDS is being transmitted
over the air with equipment suppHed by several MDS
equipment suppliers. According to Dick Vail of Channel
Yiew, ““We're doing for F850,000, what it wnuld take an
MSO 325,000,000 to duplicate.”

Microband Corporation of America, the largest common
carrier in the U5, recently filed for a ""wirelcss cable

—.gystem’™ that. would provide..up.to-l4—common earrier -

channels in each of the top 50 markets. The secand largest
common carrier, Contemporary Communications, an-
nounced a joint.venture with CBS for “multiple channs!
systems [MOCS)Y {n five markets ranging from four to eight
channels.

Contemporary Communications is looking at a three year
dovelopmental authorization to offer multiple channels at
a cost of $4.5 million with CBS primarily functioning as a
program supplier for this new venture,

As.of this writing, lobbying is being dong at the FCOU for
passage af mullichannel MDBS, by both the common car-
riers and the operators. They are working together and
hopeful for a decision before the end of this year,

Salt Lake City is proving that technically it can be done.
The community is proving that it i3 anxious 10 have its pro-
gram needs satisfied without having to wail for cable 19
reach them, '

B ox=dl ' 1 oam mimemam st
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Star Wars reloasa pattern

June 1982 - Vidaocassette rental-only plan
Summer 1282 - Videocassette sales plan
Summer 1982 - Theatricsl re-release
September 1982 - Pay per view

February 1983 - Pay catle

February 1984 - CBS-TV

There aren’t many “Star Whars" cbviously, but a number of films ray ba handled this way in the
future. In iocking at tha sequence, one will nate the placement of pay par view after videocassattes
and before pay cable. The post-video cassatte refease refiacts a fear of taping off cable: the
pre-HBQ distribution the fact that whataver its cut, the income per viewer to Fox on a pay-per-view
basis will be substantially greater than what it gets from pay cable. The studio has reportadly sald
"Star Wars” to Showtime, The Movie Channel, and Spotlight for a $1.00-1.25 or moraper
subscriber; gut HBO stif hasn't bought,

Anyway, additional experiments are going on in pay per view at the systam level. Group W Cable is
testing films in its addressable system, in Middletown, Connecticut, for $3 a shot. Gill Cable’s Ray
Area interconnect is doing likewlse and regularly drawing 15-20% response rates. Rogers' Portland,
Oregon system is showing two macvles a month, priced at $4 to $8 each.

The real catalysts, however, will be the emergence of distribution networks and the availability of
addresseble boxes.

On the first point, Cak Madia has been formed to distribute evants to STV and cable. The
well-known prizefight promoter, Don King, has arganized a venture, as well, The biggar moves,
however, ara most likely yet to come. One is fikely ta be a consortium headed by ABC. After
previously announcing a deal to organize pay-per-view sports offerings with Getty’s ESPN, ABC
has also joined with Cox Cahble in pfanning pay per view offerings, initially on Cox Systems.
Rumblings suggest that ABC is soticiting cther pay-per-view partners, presumably in cable or STV
with subscriber bases as the attraction and/or with film studigs. Plans far ABC to distribute Don
King's fights have also been rumored.

At Time Inc., the purchase of the advertising-supported USA Natwaork brought with it partnerships
with MCA and Paramount. These ware to include 2 pay-per-view network as well. MCA s,
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however, distributing "Piratzs of Panzance” on its own, and that studio and Paramount wera
negotiating to becoma partners in Warnar/Amex's “Tha Movie Channel,” which might make theic
relationship with HEQ-parent Time Inc. somewhat questicnable.

The wide-ranging discussions between CBS and Twentisth Cantury Fox undoubtedly also
encompass tha pay-per-view question. We would also suspect that Showtime and tha ather film
studios have had talks. Viacom's recant convertible debenture prospects states that itis
negotiating with third parties to resell the Showtime half that it is buying back from Wastinghouse,
or moré than 50% of that network, as noted.

The role of the studios is important for other than the immediately obvious reason. For one, pay
per view is likely 10 ba a madium of exclusive events per network, unkka present-day pay cabla;
second, the studios have vowed to never again let a medium arisa that is depandant on thair
praduct without their having some contrel and profit participation in the program distribution
networks fas opposad to their situation vis a-vis the television netwarks and HBO, in particular.) In
fact, It ism't actually certain that thay can't deal directly with cable/STV aperators. Yet, since pay
per view is likely to consist of more than just filrns and invoive netwark scheduling, promotion and
even the creation of events, there waould sppear to be the need for a packager. Furthermore, a5 in
the case of pay cable, it is difficuit to deal with thousands of individual cable systems, though the
bulk are incraasingly concentrated amang a refative few M50s,

ABC reportedly sounded out the cable industry on some pay-per-view ideas last fzll, but tha
industry felt that ABC didn"t yet have enough real events to sustain even a onca a month schedute.
Of course, that is partly a matter of pricing too. Qver the past year, we gather the idea has farmed
of offaring a greater variaty of events, plays, concerts, and movies. Still, if ABC has had trouble
coming up with a year's worth of product and product is likely to be exclusive, it raisas the
guestion of how multiple networks wilf survive. Ons answer might ba higher subscriptions through
the Qube approach of constantly available fare, Still, that probably is impractical without two-way
boxes, and only Warner/Amex and a few systems roped in by franchise promisas ara likaly to
install two-way devices over the foreseeable futura.

In any event, in looking at it from the cable operator's viewpoint, we can make a couple of
observations: (1) Pay per view aught to produce at least a couple of dollars a menth per
subscriber, with Qube's $8-10 a likely ceiling for now, because the impulse natura permitted by
Qube’s two-way equipment won't be avaitabla initially to maost cable subscribers. Whita Qube
offers ali the major pay-per-view events available to cabla and 5TV, it also canstantly provides at
much lower prices products that would prebahly not be feasible on a ane-way basis. {2} Profit
margins will probably be lower than on a corventienzl pay service. While things ara still in the
formativa stage, the promoters and/or product suppliers are laoking for box office type cuts of
30% or more; and those figures do not yet aliow a spread for a middleman. The latter could range
upwards from 10%, we would guess. (3) There will zlsc be profmotional costs involved that exceed
pay catle’s since events have to be promoted individually. Although much of this may oceur at the
network level, iocal expenditures are also likely ta exceed thoss on the presant pay cable channels.

Mext yaar ought to be the breakout year for pay per view. The number of evants _s:::he'duted by
various promoters is nearly up to one a month already and addressable decoder shipments are
accelerating. The organization of pay netwarks will probably occur aver the next 12 months as
wetl, ’ :

I¥ supplier estimates of 2 million or more addressables annually are finally met, the industry ought
to have at least 5 million potential pay-per-view customers by the end of 1984, excluding systems
using disposable traps,
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As noted, cable subscription to pay-per-view evanis has consistently trailed STWs. A good deal of
the discrepancy has to do with relative efficiency of promotion, since STV does nat have the
benefit of Impulse buys of two-way, which coutd be the ather logical explanation.

While pay-per-view penetration ratios of various events could quite likely ranga from under 10% to
5TV's 50% pius for really big fighta, lat us assume that a 25% average can be sustained. Lat us
further figure average retail prices at $7.50, reflecting a range from $5 films to $15 spacial avents,
Figuring that thers might be enough grofit to sustain twice-a-menth showings by 1985 (batween
films, plays, concerts, sporting events and staged aevents), pay per view at retail would be a
$225-million business at that point. That works out to $0.50 per average basic industry subscriber
in 1285, the figure we incorporated into our 1985 forecast of monthly pay rates from pay cable in
Table 7. Locking at it another way, it wauld represent $3.75 a month more from customers in
systemns with addressable {mostly ane-way} decodars.

Wa touched on the issus of the possihie effect of pay per view on conventional monthly
subscriptions in discussing our understanding of the Qube experienca. In that case, the influence is
indiscernible, judging by still-high pay/basic penetration rates and pay-per-view incoma of $8 to
$10 a menth. As noted, hawaver, the Qube system is two-way, encouraging impulse buying,

From an economic standpoint, the basic services offer 26 to 30 films a manth at $8 or sbout $0.30
each, so they remain far more attractively priced than the pay-per-view product. That most likely
means tha latter wili not displace the former, Yet, it also means that pay-per-view events will have
to be special or relatively cheap, or both, to ba profitable.

By 1390 wae assume that at laast twe-thirds of industry subscribers have access to pay per view,
8.g. that given its likely econamic potential a!l but tha smaller sysierns whers pay responsa is I.
usually lower will have upgraded to addressabifity. We alsa figure that, where available, pay per
view ¢an generate $3 a month, or the equivalent of another of today’s pay channels. Mara svents,
more prometional spending, development of events for pay per view including ronentertainmant
product, growth in two-way systems, and expansion in real income are among the reasans that we
think this will happen. What we ara really trying to say is that there would appear to be tha
potential to sell a cable customer the equivalent of ancther pay channel, from a budget standpolnt,
and that whatever the route, entreprangurs will be able to deliver product to tap the market to this
degree. Given the history of cabla (pay catle, which only began in earnest in 1975, is naw available
to more than 95% of cable subscribers), we think that this forecast is more fikely to prove
consarvative than overly aptimistic,

With two-thirds of our 53 .5-million average 1920 subscribers paying $9 a manth on average from

special avents, pay per view would ba a $4-billion business, and cabie’s biggest nontraditional
source of incoma. :
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TABLE 1

Scatus of Video Dutlers; 1982

CAELE
Percentage Average Number HMDE Total UHF & Video Radio
of Homes FPassed of Channels Channels VHY Channels Cassette Recorders Stations
I. New York 40% 31 3 14 392,800 39/78
2. Los Angeles 24 24 5 - 18 253,548 32/73
3. Chicago 5 34 2 12 181,676 39767
4. Plhiladelphia 29 28 & 11 146,239 30/44 !
5. San Francisco 64 27 3 1z 119,}'86. 2Bf52 %
B, Loston 23 25 3 9 115,294 21450
7. Detroit 5 31 3 & - 101,818 23738
8. Washington, D.C. g 27 1 9 89, B4 20740
9. C(leveland 30 21 3 & 85,348 21732
16. Dallas-Ft. Worth 2 38 2 9 83,351 20/39
11. #Pitesburgh 49 15 1 8 4,867 2273
jr. lleuston 25 26 p 3 78,360 26/35
13. Hisneapolis-
St. Paul 5 29 1 b 66,881 21435



TABLE I (LCentinued)

Status of Video Qutlets: 1982
CABLE : ]
Percentage Average Number MDOE Total UHF & Video Radio
of Homes Passed af Channels Channels VHE Channels Cassette Recarders Stations
14. 5b. Louis 4 22 1 f 62,858 21/37
15 . Seattle-Tacoma 41 23 3 7 66,382 26/41
16. Atlankta 1z 35 1 [} 66,382 23732
17. Miami 2B 35 2 g 67,879 171737 !
Y
18, Tampa- R
3t. Petersburg G4 21 2 8 57,398 13433
1%, Baltimore 14 30 1 G 52,906 23728
2. Denver 2 27 1 5 33,405 22f3%
21. TIndianapolis 1a 23 2 1 48,913 20724
22. Sacramento 23 21 2 & 49,4911 18724
' 23, Saw Diego 79 kY 2 4 42,424 19/34
24, Portland 2 18 3 5 48,414 24433
25. Kansas City 37 29 1 6 42,424 16/31
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Company
American Express Co.

Cora-Cola Co. (Columbia
Ficrures)

Cox Comnunications

Dow tones and Co.
Embassy Communications
GeLty 01 Co.

Gulf & Western Industries,
Inc. {(Paramount Pictures)

llearst Corp.

lariwmar

HCA, Ine.
HeLromedia, Inc.
HGH/UA

Hultimedis, Inc.
a.1. Newhouse & Sons

Ok Industries Inc.

TABLE 12

Hedia Activities of Selected Participants in Video Marketplace

Original
Theatrical Cable Ercadcast}
Cable Broadcast Film Network Cable Video HDS/STVS
System TV Production/ Service Propram Broadcast Cassettesf SHATY/S
Ownership  OQwnership  Distributicn  Ownership Production Syndication Niscs Teletext
® % X | X
X x X x
% X % x *
x x X x
X x x X * ¥ x |
X x - E
1
x x x X X
x X w x
x X _ x
K x X x x
% X x
X ¥ x X
® K % x
% x | x
% X x % X X
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TABLE 13

-~ 97 =

Gross Revenues for Selected Companies Engaged in Videe
Distribution Market, Fiscal Year Ending in 1981 (30003}

American Express {o. -

Coca-Cela Co. {Columbia Pictur=s)

Cox Communicabions

Dow Jones and Co. .

Embassy Communications

fetty Gil Co.

Gulf & Western Industr1es Inc.
fParamount Pictures)

Hearat Carp.

Lozimar

HMCA, Inec.

Hetromedia, Inc.

HEMAUA

Multimedia, Inc.

§.I. Newhouse & Sons

Oak Todustries Inc.

Orion Pictures, Inc.

Pioneer Electronic Corp.

Repves Communications Corp.

Storer Communications, Inz.

Taft Broadeasting Co.

Tele-Communications, Ine.

Telepictures Corp.

Time Inc,

Times Mirrar Co.

Tribune {a.

Terner Broadecasting System, Tne.
Twentieth Century-Fox Film Corp.

Viacom International Inc.
Walt Disney Productions

- Warper Communications Inc.
Westinghouse

CBS
ABC
RCA

.:F.-

Jat Bevenues

H4 = Hot Avzilable

Sources: Advertising Age, June 28,

1982,

7,211,000
5,889,000

403,497 .

641,024
. NA
13,251,560

5,477,741
KA
169,504
1,328,988
461,781
299,404
195,276
1,400,000
507,119
102,694
1,433,755
231,149
276,437
3158, 196%
181,426
36,932
3,296,382
2,155,970
1,406,320
95,047
567,462
210,436
1,005,040
3,237,153
9,367,500

4,125,954
2,443,713
§,004 ,800

(7731/82)

(6/30/82)

(37/31/82)
(6/30/82)

(1/1-9/30/82})

(8/28/82}

at HM-43, H-52 (for Hearst and

5.I. Newhouse); Anmual Reparts and Forms 10-K {(for remaining

listed compaaiaes)
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EXAMPLES OF STRONG MARKET
DEMAND FOR PAY FER VIEW

Event : Date " Total Revenues
Leonard- :
Hearns fight 3/81 5 8 million
The Rolling
Stones Concert 12/81 $ 2 million
Holmes- _ -
Cooney fight 6/82 $ 9 million
Star Wars 9782 | $10 million
Scophisticated : _
Ladiesa 11/82 $ 1 million
Hearna=- | .
Benitez fight 12/82 - 3 4 million
Tha Wha
concert 12/82 .- %1 million

Sources: Variety, Sept. 23, 1981, P. 42 (Lecnard-Hearng);
Sateliite News, Jan. 4, 1982, p. 7 (The Rolling Stones);

- Advertising Age, Electronic Media Edition, June 4, 1982,

P. 12 (Holmes-Cooney); CableVision, Nov. 22, 1982, p. 51
(Star Wars); The New York Times, Nov. 20, 1982, p. 49
(Sophisticated Ladies); Multichannsl News, Dec. 13, 1982,
P. 1 {Hearns-Benitez); Paul Kagan Associates, Pay TV News-
letter, Jan. 10, 1983, p. 6 (The Who). '

-70-



THE GROWTH OF PAY MEDIA PROGRAMMING EXPENDITURES

SEGMENTATION OF TOTAL HOME VIDEO
PROGAAMMING EXPENEITURES

Parcant Changs 15821950

Fay media programming
papEnditures 9ED%

— NETWORK
e PAY MEDIA  TELEVISION

NETWDAK BROADCARY
TELEWISION STATIONS
T
—
T — —
—
— "
.

—

BACADCASET
STATIONS
1942 1800
97.0 BIE LION} (X242 BILEION]

Source: Boaz, Allan % Hamiltan Inc, setimams, sxoressed in curmant dofla,
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CHART 5%

Fully Expanded Crawth Pzojections For Existing aod Mew Video Technlogies
For The Top Five Commercial Televition Markets: 1986*

Cable T.V. MDS UTHF & VHF DRS Low Power TY
Lang . Long Long Lung Long
1981 Term Term Term Term Term
Rank Market 1986 Autcp. 1986  Antep. 1986  Antcp. 1986 Antcp. [986  Amcep.
1 New York: _ . :
Channsjs a9 39+ 4 510 14 15 I 3+ 22 22
% homes
passed 42% 100% - - - - - - - -
2 Los Apgls.: _ -
Channels ot i+ 7 5-10 19 2 I3+ 3 9 29
%% homes _ _
passed 47T% 100% - - - - - - - -
3 Chicago:
Channels 39 0+ 5 5-16 14 13 I 1r 18 15
% homes _
passad IR% 100% - - - s - - - -
. % Philadel.; ’
Clannels 25 25+ 4 5-10 i 13 3+ KL 12 12
%% homea )
passed Al% 1005 - - — - - - - _
5 Bostoa:
Chanels 25 25+ 3 510 9 9 k1 3 12 12
% homes
passed B 100% — - - - - - - -

*1986 are actual and currently applied for figures. Homes passed are based on ADI television households; cable
channzls are weighted averages for the franchised systems: cable 1985 homes passed figures assume curzont cable
[ranchised systerns will puss 100% of homes in their areas; anticipated figures assume all households will take cable
if avaitable. 1986 figures for other technolugies count through 1981 applied for applications and suppliers stzted
intentlons. Anticipated figures are based on the follewing: MBS (Docket 50-113 Figures}, VHF and UHF {total
allacated channels), and DBS3 (same a3 1986),

k

Sources: Natfunal Association of Broadeasters, New Techrologies Affecting Redin and Televigon Broadeasiing, 1981 ;

Balter & Nilsson estimatea, &, 19483,
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CHART 60 : SR

Fully Expanded Grawth Pmi;ctinns For Existing 2nd New Technologies
For Smailer Commercial Television Markets: 1986%

Cahle T.V. MDS LHF & VHF Das Low Pawer TV
Long Long Long Long Long
1981} Term Term - Term Termi Term
Rank Market 1996 Antcp. 1986 Aatcp. 1986  Antep, 1986 Antcp. 1984 Antecp,
687 Sprafld, IL: .
Channels 2t 2l 4 510 6 It Ir I+ P p
% homas
passad 81% 00w  — - - - - - - -
119 -Wm;u: )
Channels 12 12+ 2 5-10 4 & i+ I+ a 3
T humesy _
paszed 62% l00%m - - - - - - - -
[38 Odesg;
Channels 13 13+ 2 5-10 3 7 3+ I+ k| 3
% homes :
passed 69% 100®m - - - - - - - -
144  Eugene.: : .
Channels 12 i2+ 3 510 3 4 3+ 1y 3 3
% humes ) .
passed 8i% 00% - - - - - - - -

*1986 are actual and currently applied for figures. Homes passed are based an ADI television households: cable
channels are weighled aversges For the franchised systems; cable 1986 homes Fassed Figures assume current cable
[ranchised systemts will pass 100% of homaes in their aceas; anticipated Fgures assume ali houscholds will take cable
If avatlabls, 1988 figures for other technologies count through 1981 applied for applications ard suppliers stated
intantions, Anticipated figures are based on the folowing: MDS {Docket B0-1i2 Figures), VHF and UHF fiata
allocated channels), and DBS (same a3 {986}, : )

Sources: Natfonal Assacisrion of Broadeasters, New Technologies Affecting Radio and Television Brodcasting, 1981
Bolrer & Miisson estirnates, &, 1YH3, ’

L
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Exhibit 5.8
Summary of MDS Subscriber Projections™
1687-19%2

v

1982 1384 1987 1952
MDS Subscribers ' 550 2,200 3,800 6,300
‘Percent of households
not passed by cable 2% 7% 13% 21%
Households not passed _
by cable 35,000 32,600 30,000 30,000

* Assumes FCC approves multichanne] MDS servyice,
@ A1l forecasts, Communications Studies and Planning

" ernational. CableVision for 1982 pay TY subscriber

estimate.
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The Home Video '
& Cable Report

Cable TV, pay TV, vidaa fapae, video diac, vidaorext, STV, MDS, LPTV, e

Yoluma 13, Moo 38 Octochar 3, 1983
-3- ' AVCR ~ Optober 3, 1983
HOME VIDED MARKET INDICATORSI, A5 OF SERT, 1, 1983
JAN. SEPD. YEAR-TO-DATE 1
SEGMENT 1983 1383 GRIN SGAIN PENETFATION
Homes Passed  53.5 59.1 5.6 10.5% 70.4%
by Cabla Cmitlicn million - millicn
Basgig Cable 27.2 in.5 . 3.3 12.1% 36.3%
Subscribera million million millicn
Pay Cahle 20.6 25.9 5.3 25.7% 30.9%
Eubhgcribers millicn million million '
5TV ) 1.3 © 914,000 -442 000 ~32.5% 1l.1%
Subiscribera million
DS . : ' :
Subscribers 795,000 660,000 - =135,000 -17.0% ' G.02%
VCR Unit Sales’ 5.29 7.49 © 2.2 41.6% 3.9%
(cumulative) - milliicn millicn million
Video Disc Players 345,000 488,000 143,000  41.4a . 0.05%
fcumulatival ‘
Two-way Cable 185,000 250,000 a5 ,000 35.1% 0.03%
Subacribers
Commercial Tela— _
text or Viewdata 64,600 108,000 43,400 6v.2% 0.01%
lHased cn 83.9 miliion TV homes, derived froem A.C, Niaslsen Co. projections.
Penetration estimate is based on 56% of basic cabla subsz {about 17.1 million homes)
subscribing to ona or more pay Services.
Sales to dealers, according to the Electronic Imdustries Association,
©1983 Knowledge Industry Publications, In¢. Not to be reproduced without permission.




